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TUESDAY, APRIL 30, 1957 


SuscoMMItrTeEE No. 5 oN DistrrpuTion PropLeMs 
OF THE SELECT COMMITTEE 
‘To Conpnuct a STuDY AND INVESTIGATION 
OF THE PROBLEMS OF SMALL BUSINESS, 
Chicago, Ll. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 211, 
Old Post Office Building, Chicago, Ill., Hon. James Roosevelt (chair- 
man of the subcommittee) prea. 

Present: Representatives Roosevelt, Sheehan, and Brown. 

Also present: Joseph L. Nellis, special counsel; P. C. Murray assist- 
ant counsel; and Victor P. Dalmas, minority counsel. 

Mr. Roosevett. The committee will please come to order. 

Subcommittee No. 5 of the House Select Committee on Small 
Business is in Chicago for the third of its field hearings with respect 
to petroleum marketing. Because of previous announcements con- 
cerning hearings in Cleveland, St. Louis, and Houston, I want to 
state at this time that these additional field hearings have been post- 
poned for the time being due to the pressure of legislative business 
on the floor of the House. However, any witnesses who desires to 
submit sworn statements, which are pertinent to this subcommittee’s 
investigation, are welcome to transmit such statements to counsel, Mr. 
Nellis, at our offices in Washington. 

I am pleased to note the attendance of my colleagues on the sub- 
committee, the Honorable Charles H. Brown of Missouri on my right; 
and on my left, the Honorable Timothy P. Sheehan, who has the dis- 
tinct privilege of representing some of the fine citizens of this com- 
munity. Hon. Tom Steed, Democrat, of Oklahoma, and Hon. Crai 
Hosmer, Republican, of California, could not be present because of 
official business in Washington. On my far left is the minority repre- 
sentative, Victor P. Dalmas, and on my far right is committee counsel, 
Joseph L. Nellis and P. C. Murray. The full committee is under the 
chairmanship of Hon. Wright Patman, Democrat, of Texas, and the 
ranking minority member is the Honorable William 8. Hill, Republi- 
can, of Colorado. 

This subcommittee has the responsibility under House Resolution 
56, 85th Congress, Ist session, of investigating the extent to which 
small-business people in the petroleum and allied products fields are 
truly independent, and in addition, to determine what remedies may 
be available for the correction of some of the difficulties in whic 
they find themselves. This committee is interested in developing 
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information with regard to factors which have impeded or are likely 
to impede the normal operations, growth, and development of the 
potentialities of small-business people who deal in goods and services. 

The subcommittee has now held hearings in W ashington, D. C., on 
April 11 through 13, 1957, in Denver on April 16, and in Los Angeles 
on April 24 through 26. The committee’s record now contains much 
valuable information which when read together with the hearings to 
be conducted here and those to be conducted in the future, will enable 
us to write a report for the consideration of the appropriate standing 
committee of the House of Representatives. It may be that the com- 
mittee will recommend some nonlegislative remedies. In Los Angeles, 
for example, some of the small-business marketers recommended 
certain remedies, such as the proposed disclosure of prices and grades 
of gasoline, elimination of subsidies and rebates, and better lease 
arrangements. ‘These and others are under active consideration. 

In Chicago we hope to obtain the pattern in petroleum and allied 
products marketing in the Middle West. In addition, we expect to 
receive testimony on the problems of fuel-oil distribution and auto- 
motive equipment wholesalers to determine whether or not practices 
which exist in those branches of the petroleum industry are healthy 
and conducive to free competition among small-business.men and 
larger corporations. 

The hearings in Denver and Los Angeles are particularly replete 
with evidence to the effect that m: jor suppliers continue to sell the 
same gasoline to so-called multiple-pump operators who in turn sell 
it to the public under a different brand name at prices which are con- 
siderably below prices at the branded retailer’s pump. Without pre- 
judging any of the testimony at this point, it seems to the chairman 
that this practice accounts for great hardship in the small business 
community and also has a deleterious effect upon consumers, despite 
their ability to buy a quality product at a cheap price from time to 
time. 

We have found that there are virtually no means for a small- 
business man to obtain equity and working capital for his oper ations 
other than from his supplier. This, too, has an effect upon the degree 
of competitive independence in the small business field. 

We want to find out here in Chicago whether these patterns are 
similar or in some respects different from the marketing structure in 
other areas of the country. 

The existence of the House Small Business Committee is in itself 
evidence of the concern which Members of Congress feel regarding 
the progress and development of free and competitive small business 
in the United States. 

Our first witness today will be Mr. Miller of Standard Oil Co. 
(Indiana), to be followed by Mr. Moir of Pure Oil Co. and Mr. Un- 
derwood of Shell Oil Co. 

Mr. Miller, if you are present, will you please come forward, 

Mr. Mutter. Good morning, sir. 

Mr. Roosevetr. May I first swear you? Then, if you will be good 
enough to identify yourself to the reporter, we will then proc eed and 
let you make your statement and the committee will follow its usual 
procedure of asking you questions. 

Mr. Mitier. Thank you. 

Mr. Roosevetr. Raise your right hand. 
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Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 
Mr. Miruer. I do. 
Mr. Rooseverr. Thank you, sir. 
Mr. Miller, will you, after you have identified yourself, identify 
your counsel, who is with you, and I presume he will not testify, so 
1 won’t swear him; but if you want him to testify, then, of course, 
it will be necessary to swear him. 
Mr. Minuer. I would like to have him participate in the questions 
and answers. 
{ think we would like to make an opening statement, too, if you 
don’t mind, sir. 
Mr. Rooseverr. All right. 
Will you please raise your right hand ¢ 
Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 
Mr. Cuarrerz. I do. 
Mr. Rooseveitr. Will each of you in turn identify yourselves for the 
reporter. 
Mr. Miniter. My name is William H. Miller. I am assistant gen- 
eral manager of the Standard Oil Co., in charge of sales promotion 
and adve rtising, with headquarters here in Chicago. 
Mr. Cuarrerz. My name, is Hammond. E. Chaffetz, and I am a 
la W yei ; 
Mr. Chairman, before Mr. Miller starts, if I may say one thing: 
[ talked with your counsel, Mr. Nellis, on the telephone yestert day 
afternoon and he advised me that he wanted us to testify first tod: ay, 
but that you would have dealers, Standard Oil Co. dealers, who 
would appear here either today or tomorrow. ‘That troubled me, 
because 1 would think that if dealers were to testify here, presumably 
compl aining against our practices, that it would be most helpful to 
all concerned, particularly to the public and to the press, if we knew 
who those dleale “rs were and had an opportunity to have our files here 
and have the facts here, so all the facts could be brought out at the 
same time. I mention this because it isn’t the first time that we have 
had this problem. It becomes sort of a practice, I think, with con- 
gressional cominittees to bring complaining witnesses, and all head- 
lines are concerned with the charges that are made. Mr. Nellis did 
assure me we would have a chance to submit anything we wanted 
for the record subsequently, but you can understand that does not 
do it. The headlines—the stories—the word the publie gets is one 
sided. 

I am impressed with the desire of your committe to be fair, to have 
the whole story tol l, and I do think that to accomplish | your own pur- 
pose, you ought to give us the names of the witnesses, tell us who they 
are going to be, and give us a chance to bring the people here to know 
the facts. 

We are a large company. We have thousands of dealers. We can- 
not possibly hope to anticipate what any individual dealer can say. 

I want to say, also, I don’t want to be one sided about it either. As 
you go back years and years in the records, each time one of these 
dealers has appeared to complain against us there has not been a single 
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instant yet where we have been embarrassed or did not have facts; 
when they were brought out. At least, that pretty much exonerated 
us, but we have taken the beating of having a one-sided story told, and 
our other side got buried in a letter to the chairman of the committee— 
which nobody sees. 

That is all I want to say. 

Mr. Roosrverr. Mr. Chaffetz, may I say in the first instance, we 
hav tried in our other hearings, as I am sure your colleagues in the 
industry will tell you, to make sure that both sides are given full 
opporunity ; and the chairman will instruct counsel to give you im- 
mediately, if you have them, or if not, if you would get them prepared 
now, the names of any witnesses. The same pr ivilege will be given 
to the Pure Oil representatives and Shell Oil Co. and Sinclair Refin- 
ing Co. people who will be present. We will be glad to have you come 
in and will give you an opportunity on the record following the 
individuals’ testimony to make such statements as you want to make 
concerning it. 

I want to emphasize that this is not a committee which is a punitive 
committee. This is a committee which is trying to secure information 
for study and for the purposes set out in my opening statement. And, 
frankly, in the past in many instances, we have given the complaining 
witnesses the opportunity to speak first, and there was the complaint 
that that gave the headline to the complainant. Now we have very 
carefully put } you on first, so I presume you will get the headlines, and 
not the other ones. 

Mr. Netiis. May I make a request: I would like to have the names 
of the 12 dealers that you said you were bringing with you. 

Mr. Rooseverr. I might add, if counsel will suspend, it is my under- 
standing the committee will hear from dealers that vou have chosen 
to present the dealers’ point of view that you will bring, so I think, 
certainly, we can show that we have been very fair in all possible 
respects. If you would accede to counsel’s request and give the com- 
mittee the name of your dealers, in turn we will supply you with the 
names of such suppliers. 

Mr. Cuarrerz. Our dealers are not going to make charges against 
anybody or file complaints. They are here primarily so the committee 
can ask them direct questions. Do I assume the dealers will appear 
tomorrow ¢ 

Mr. Roosrverr. I am not absolutely sure whether we will get to 
them or not. We will try to put them on last to give you ample 
opportunity. If not, I will put you on the first thing i in the morning 
in order that you may discuss such testimony as has been prepared by 
them. 

Mr. Cuarretz. Thank you. 

Mr. Roosrveit. Do you want to proceed at this point? 


TESTIMONY OF WILLIAM H. MILLER, ASSISTANT GENERAL MANA- 
GER, STANDARD OIL CO., ACCOMPANIED BY HAMMOND CHAF- 
FETZ, COUNSEL 


Mr. Mitrer. Among my responsibilities is the encouragement of 
constantly better relation with our dealers. 

I attended the first 2 days of your committee’s hearings in Wash- 
ington and have been giving a great deal of thought to the matters 
you are exploring. 
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As briefly as possible I’d like to cover some of the essential facts 
concerning my company’s dealer relations. 

I spent several years as an operator of a Standard Oil service 
station in Keokuk, Iowa, starting in 1930. Since then my work as a 
service station supervisor, as a salesman, and as a sales manager, 
and since 1939 as a part of managment, has always kept me in close 
touch with dealers. Today I know literally hundreds of our dealers 
all over our 15-State Midwest and Rocky Mountain marketing area 
on a friendly, first-name basis. 

These are successful dealers, of course, but they are also typical 
dealers. 

Each of them had little or no capital when he began in the business. 

Each entered the business and operates under the same conditions 
that affect all dealers. 

There are other thousands like them who are available to your 
committee if you would like to hear them. 

You see, we are up against one obvious difficulty: A single dis- 
gruntled dealer usually makes more noise than 10,000 satisfied dealers. 
Satisfied dealers do not ordinarily speak up. 

The fact is that of the 15,654 dealers we now have, better than two- 
thirds have been with us for 3 years of more. Some 2,854—almost 
3,000—of them have been with us for 15 years or more; 4,758— 
almost 5,000—have been with us for more than 10 years; and 7,987— 
nearly 8,000—have been with us for more than 5 years. 

Recently we made a detailed survey of operating results among a 
sample of our dealers. The sample consisted of 144 dealers from 
among those who were apparently successful and had available ac- 
counting records. 

We took the sample from small towns and metropolitan areas. 
We took it from stations selling less than 10,000 gallons of gasoline 
a month on up to stations selling more than 30,000 gallons a month. 
We tried to get an accurate cross section of successful dealers. 

We found the least any of these dealers made in a year was $3,000. 
It does not sound like much, but that is a good salary in some villages 
in our area. The highest earning among them was over $23,000. 
And the average was $8,402. Sixty percent of the dealers surveyed 
made between $5,000 and $11,000 a year. 

This seems to me especially significant : In this survey we found that 
30 percent of these successful dealers started with none of their own 
money in the business. Almost three-fourths of them had less than 
$2,000 when they started. The average dealer began with $1,853. 
Yet the average equity these dealers now hold is $10,685. 

Of course our sample was taken only from among successful dealers. 
We did that deliberately. Our survey was for the purpose of finding 
out, in as much detail as we could, what the financial results were 
among dealers who had made a go of the business. 

Our study did not include the failures—those dealers who made a 
try but discovered that they did not like the business, or for one 
reason or another decided they were not suited for the business. 

What our study shows—and shows clearly—is that the opportunity 
is there. 

Starting with no capital other than good character, ambition, and 
ability, a man can make a good life for himself in service-station 
operation. 





6 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


It won’t be easy. The business is highly competitive. The hours 
are long, and the work is hard. But there are many compensations 
as thousands upon thousands of successful dealers will testify. 

And the opportunity to succeed is there as the figures prove. 

It is no wonder that we find that many—perhaps most—men who 
choose to become gasoline dealers do it on the recommendations of their 
friends or members of their families who are already in the busi- 
ness. 

We also find that we have to compete actively with other oil com- 
panies for these new recruits. 

That is, in fact, one of the outstanding facts about the service- 
station business today: The suppliers are in the keenest sort of com- 
petition with each other for prospective dealers. 

A neweomer to the field can choose from among many offers. 

A man who has established himself as a good dealer finds offers 
being pressed on him by other suppliers. 

And a man who owns his own station, will normally find many 
suppliers actually bidding among themselves to supply him. 

Not only do we have to compete actively for recruits. Once we get 
one, we do everything we know how to help him succeed. 

We send him to one of our training schools. 

We supply him with technical and sales materials. 

Our sales personnel are always available for consultation on his 
problems. 

We extend him credit, generally on his character alone. 

We make it a point to build our advertising programs around our 
dealers. 

Not all of these men make good, no matter how carefully we screen 
the applicants, no matter how thoroughly we train them and help 
them along the way. 

There is just no way in which we can tell in advance which man 
will sueceed and which one won't. As a matter of fact, many men 
about whom we have some doubts eventually surprise us and become 
eminently successful. I am convinced that if we could atford to be 
more selective we would pass by many people who later would prove 
themselves outstanding. 

Our application form, copy of which I offer as an exhibit, indicates 
how carefully we screen dealer applicants. If the manpower situa- 
tion were different, though, we undoubtedly would be even more selee- 
tive than we are. 

It would save us a lot of money. After all, our studies show that it 
costs us about $1,100 every time we lose a dealer and have to help a 
successor get started. 

Fortunately for our budget, the turnover figures are not at all what 
you have been led to believe they are. 

For our company, a careful check shows that we had a turnover 
last year of 2,086 lessees, less than 20 percent of our lessee-dealers, 
and only 13.3 percent of our total number of dealers—smaller per- 
centages, you will note than you have been led to expect. In 1955 the 
turnover number waseven lower. Actually 1970. 

But the figures do not mean that in 1956 we had 2,000 dealers who 
went broke. 

Those who left us did so for a wide variety of reasons. Some of 
them died. Some retired. Some signed on with another supplier. A 
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goodly number left one of our own smaller stations to take over a 
larger one, but stayed with us. Some resigned to take what looked 
to them like better opportunities in another field. 

Now, because of lack of time, we did not have time to pick up this 
information from very many years, but we find in our divisions many 
of our division management conducted what we call “exit interviews” 
and we picked up this survey from Chicago which I believe is typical 
of our entire operation which I would like to describe to you verily, 
if I might. 

Out of 606 dealers here in Chicago in 1954, we had 102 changes, 
lessee changes, or 14 percent. 

In 1955, out of 606 dealers, we had 116 changes, or 16 percent. 

In 1956, out of 597 dealers, we had 123 changes, or 6.4 percent. 

This year so far out of 597 dealers, we have “had 34 changes, or 5.5 
percent. 

I think you would be interested to know that 39 pereent—almost 
40 percent—of the dealers, de: ler changes during this 314 years have 
had less than 1 year of experience in “the business when ‘they were 
checked out. Twenty-nine percent had from 1 to 2 years, 12 percent 
from 2 to 3 years, making a total of 80 percent, and then 20 percent 
over 3 years of experience. 

We thought you might be interested in the reasons for leaving the 
service-station business as given in these “exit interviews.” Nineteen 
percent were not satisfied with the earnings. Fifteen percent decided 
to enter other businesses. Thirteen percent disliked service station 
work and the hours; 11 percent had financial difficulties of one kind or 
another. Eight percent left because of poor health; 7 percent took 
a competitive station; 7 percent was a dissolvement of a partnership ; 
6 percent moved out of town; 4 percent became Standard Oil employ- 
ees; 3 percent the performance was not satisfactory to the Stand- 
ard Oil Co, because of using the station for purposes for which it was 
not intended; and then miscellaneous winds up with 1 percent. 

From the figures I gave you earlier as to the length of time most 
of our dealers have been with us you can see that dealer turnover 
doesn’t affect the real backbone of our dealer setup. Most of the turn- 
over is among the new dealers who are trying out. Many of these 
decided after a trial run that they didn’t like the service-station 
business. 

When we conclude that the location rather than the dealer is at 
fault, we set about closing out that station. We closed out 414 com- 
pany-owned stations in the last 5 years and disposed of the properties 
for other than service-station use. 

Over the years we have steadily been reducing the total number of 
service-station accounts we serve. In 1950 we he - one 19,000 ac- 
counts. In 1956, although we have of course built many new stations 
in the meantime to keep | up with population and tre alc ‘shifts, we had 
fewer than 16,000. That’s a reduction of better than 15 percent in the 
number of stations over a span when the total volume of our gasoline 
sales through service stations was increasing 32.7 percent. The result 
is, of course, a very substantial increase in the average volume per 
station, thereby increasing the dealer’s profit potential. 

Frequently, there may be a succession of two or more dealers in a 
station before a dealer is found who can make a go of the station. This 








8 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


can even happen in a brand new location. It may just be a matter of 
having first installed the wrong man for that location. 

I do not say that we could not have had more successes if we had 
been able to do a better job ourselves. This depends on our sales 
organization. 

It so happens that our sales force was pretty much depleted during 
World War II as were the sales forces of all other industry. After the 
war, competing with other oil companies and with industry in general 
for personnel, we put on a recruiting program. Of necessity we took 
on a great many new people who had no prior selling or oil industry 
experience. As a result our salesmen were not always perfect. 

I’m glad to be able to say that I think we now have that problem 
pretty well licked. We believe that this is due in large measure to a 
policy that we now pursue of selecting our sales personnel from men 
with service-station experience. We seldom have any dealer com- 
plaints about our salesmen now. 

Talking of complaints, I was frankly surpised to learn in the Wash- 
ington hearings how few dealer complaints there have been to the 
Government agencies. In view of the campaigns put on by the dealer 
association representatives to stir up complaints, all the congressional 
investigations we have had and announcements of investigations by 
the Federal Trade Commission and Department of Justice, it is 
remarkable that so few dealers actually communicated with the 
Government agencies. 

At your Washington session I hear Judge Hansen of the Depart- 
ment of Justice say his Department received only 264 complaints in 
the 51 months since the beginning of 1953. That averages out to just 
a little over 50 a year. And at that, he explained, “quite frequently 
we may receive 15 complaints about 1 little situation.” 

Mr. Gwynne, chairman of the Federal Trade Commission said 
his agency had received about 238 complaints during the same period. 
That would again be an average of around 50 a year. And I take it 
that some of those the Federal Trade Commission got were duplicates 
of complaints filed with the Department of Justice. 

That does not strike me as a bad record when you realize that there 
are some 170,000 or 180,000 dealers in this highly competitive business. 
And many of the complaints, as Judge Hansen pointed out, were not 
even vaguely legitimate. 

I believe I can put my finger on the principal causes of the dissatis- 
faction that does exist among dealers. 

First and foremost, I must mention the dealer association spokes- 
men. 

We at Standard Oil are not at all opposed to dealer associations. 
It has been our policy to support and assist them. We have even given 
financial support to the National Congress of Petroleum Retailers by 
advertising in their publications. 

Yet our honest belief is that the National Congress of Petroleum 
Retailers has acted against the best interests of dealers. It has done 
a vast disservice to all retail dealers by their false tales which create 
distrust and animosity. 

I could spend the rest of the day here quoting from William Snow 
and John Nerlinger of the National Congress of Petroleum Retailers 
to show the kind of thing I mean. Let me give you just two quick 
examples. 
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Mr. Snow is given to false statements such as these about suppliers: 


The policy is simply to distribute gasoline at such price levels as to give to 
the retailers as little of the total retail price as possible, and if that policy 
results in eliminating a certain number, they are indifferent to that as long as 
that number can be replaced. 

Mr. Nerlinger hurts the entire oil industry, including the dealers 
he is supposed to represent, with statements like this: 

* * * T know that the cases of exploitation and dispossession of retailers 
* * * are not grotesque exceptions, but rather characteristic examples of a sys- 
tematic policy of domination and control by ruthless and usually irresistible 
means. Dealers who have done a wonderful job for their company and used 
up their lives building goodwill for the supplier’s product are suddenly cashiered 
and dispossessed for a trivial reason * * * maybe for no reason at all except 
to make an example. 

Here is just one more I would like to read to you and I quote this 
from Mr. Snow’s statement before the 1956 Kefauver hearings on 
page 83. 

They, meaning the gasoline jobbers, have no security with the main or com- 
panies whose brands they handle. They can be canceled out and turned out, and 
because their investment is so much greater, they live in the most pathetic fear 
of what can happen, so much so, that their lips have been sealed. You will hear 
of some of them coming to the majors and talking, but those are the people whom 
Stalin shot as they said, “Heil, Stalin,” as they talked. 

I have known John Nerlinger a great many years and I am satisfied 
that he himself does not believe all this propaganda. 

I feel freer to bring this matter up in view of this committee’s own 
experience with the N ‘ational C ongress of Petroleum Retailers’ spokes- 
men and their attempt to use this committee as a sounding board for 
their reckless charges against H. A. Innes Brown and the Gasoline 
Retailer. They have used other committees of Congress on other 
occasions. You have had your own demonstration of the damage 
that generalizations unsupported by fact can cause. 

The association representatives are also prone to build up false hopes 
in the minds of dealers. As an ex cample, the executive secretary of the 
Associated Petroleum Retailers of Missouri, soliciting support for his 
association, predicted that legislation introduced in the 85th Congress 
would produce; and I quote from his letters to his dealers: 
some drastic changes * * * that will be very favorable and beneficial to the 
service station operator * * *. One of the first and utmost changes will be in 
leases and reduction.in rents, and a change in the minimum gallonage rental. 

There will always be a certain number of dealers who are taken in 
by propaganda. We're fortunate the number is as small as it is. 

A second and tremendously important cause for dealer dissatis- 
faction, in my opinion, is the intensely competitive character of our 
industry. Price wars are common in this industry as this committee 
well knows, and they are distressing to dealers who are hit by them 
as well as by ourselves. 

This involves what I think is the major problem facing our dealers 
today. It’s a problem the dealer associations by and large refuse to 
recognize. As they lead their members and prospective ‘mem ers to 
hope for even higher margins, they prefer to attribute price wars to 
the major suppliers whom they falsely accuse of diabolical schemes to 
destroy their very own customers. 

But the real problem is concerned with increasing competition of 
the private and local brand marketers. 
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Let me make it clear in the first place that we don’t speak critically 
of this kind of marketer. This is a free-enterprise economy, and we 
are eternally thankful for it. If the private- and local-branders can 
do the job more efficiently and at lower cost than we can and sell 
at lower prices, they deserve to win out. 

But it is up to us and to our dealers to recognize the challenge 
that these marketers present. 

There was a time, before World War II, when these private brands 
did not seriously concern us or our dealers. Their stations were at 
trackside sites on the outskirts of the community where they could 

take deliveries in tank-car quantities. Their gasoline was of poor and 
variable quality; their stations were unattractive; they appealed 
only to the purely price buyer. 

Today these concerns own and operate some of the largest and 
most attractive filling stations in the most desirable of locations, The 
quality of their gasoline is much improved—and, incidentally, they 
are not at all dependent on major company suppliers for their prod- 
ucts. 

Significantly, their volumes per station range from 50,000 up to 
several hundred thousand gallons a month. The average volume of 
major company stations is “probably around 15,000 gallons a month. 

Last year marketers like these accounted for 21.7 percent of the 
volume in our 15-State marketing area 

In metropolitan areas these cut-price and local-market operators 
are now the stiffest competition we face. 

In Chicago, for instance, such operators in 1942 had only 6.3 percent 
of the market. Last vear they had 19.5 percent, or 3 times as much. 

In Detroit, they had, in 1942, only 4.6 percent of the market. In 
1956 they had 14.2 percent, again more than 3 times as much. 

In St. Louis they went from 4.3 percent in 1942 to 16.2 percent 
in 1956, almost 4 times as much. 

In Milwaukee they accounted for a full 17.2 percent of the market 
in 1942 and so were a force to reckon with even then. But in 1956 
they had 40.8 percent of the market, or more than twice as much. 

On the average in our area the cut-price and local marketers have 
more than doubled their share of the business in metropolitan markets 
over the past 14 vears. 

Primarily they are able to sell at lower prices because they elim- 
inate the wholesaler, just as the chain food stores do: they con- 
centrate on gasoline sales in large volume and do not offer most of 
the service work that our dealers provide. 

The real problem facing our dealers today, and facing us as well, 
is how to meet the competition of this type of marketer effectively. 
Our dealers of course have advantages of their own. The principal 
one among them is the high public acceptance of our quality products. 
In the past this enabled our dealers to get a somewhat higher price. 
There are also consumers who prefer to deal with a service station 
that provides a full range of products and services. But it is ap- 
parent from the inroads “being made by the other type of marketer 
that our dealers must become more competitive pricewise. They must 
be able to develop sales volume more nearly comparable to that of the 
typical private-brand marketer and thus get the benefit of the re- 
sulting lower operating costs. We believe they also must be fully 
reimbursed for the extra services that they provide. They can’t 
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just depen upon gasoline sales to cover the full cost of their oper- 
ation. Each phase of their operations should be self-supporting. 

Obviously, this is too complex a subject to explore fully here. 1 
merely wish to point out to this committee that what I regard as the 
real problems of our dealers are not involved in the legislation being 
discussed here. They are not really connected with the matters that 
have been brought to your attention by the dealer association repre- 
sentatives. But they are problems to which we are giving a great deal 
of thought and attention. 

Despit » all this, I know that our dealers, by and large, are success- 
ful and reasonably content. 

With respect to tires, batteries, and accessories, I am sure our deal- 
ers recognize that our lines represent simply an additional service 
and opportunity for dealer profit that we provide. They make up a 
line of advertised products for which there is a real public demand. 
It’s plain good business for them and for us to push our Atlas brand 
as part of a balanced service to customers. 

A Standard Oil dealer most likely chooses to become our dealer 
because he wants to sell our products. Otherwise he would have gone 
to a different supplier. But he is free to handle other TBA lines 
than ours and virtually all of our dealers do. 

As for leases, despite all the criticisms of the one-year contract 
stimulated by the dealers’ associations, we find that this is not a mat- 
ter of great concern to our dealers. 

We were probably the first supplier to offer a long-term lease, and 
-we now have 1,026 of them in effect, 995 of them for 3 years or longer. 
But the great majority of our dealerrs have displayed no real interest 
in them. 

We have found that our setup of dealer advisory councils is far 
more valuable in relation to dealer-supplier problems than long leases 
are. This is another field in which we at Standard are proud to have 
pioneered. We set up the first of our councils in 1954. 

We at the general office in Chicago work with a nine-man panel 
whose membership is constantly rotated. These men come from all 
over our marketing area. 

They are necessarily among the successful dealers. You simply 
don’t go to the financial failure to get ideas on how to improve the 
oper ation, 

Qur 23 division managements work with similar councils drawn 
from within their own areas. 

Some of the council members are elected by their fellow dealers. 
Others are appointed by the managers of the dealers’ suggestion to 
vet a balanced representation of articulate men who can ‘be counted 
on to speak out. Each council member brings with him the ideas and 
suggestions of other dealers in his area as well as his own. 

The procedure the general office counc il follows is typical. 

On the first day the dealers meet by themselves in Chicago and 
draw up an agenda of what they want to discuss. 

The next day the dealers meet with only the manager of reseller 
sales and myself. We keep our representation to a minimum to avoid 
any possibility that the dealers will feel overwhelmed. In the course 
of the meetings the chairman of our board, the president, the vice 
president in ¢ sha rge of sales, and the general manager of sales usually 
sit in briefly. We take up the dealers’ agenda first, discussing any- 
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thing they want to talk about, except prices and margins for obvious 
reasons. 

When we’ve finally finished the discussion of all the questions the 
dealers have raised, we then take a look at any subjects the General 
Office wants explored. Usually we find there’s little left to talk 
about. Time after time we find that all but one or two items on our 
agenda already have been covered. 

That is an indication, we believe, that the dealers’ interests and 
the supplier’s really do parallel closely. Our problems are mutual 
problems. 

These councils have originated important changes in our product 
lines, sales policies, and advertising programs. 

One thing we have been amazed to find: the dealers who sit on 
these councils have a very real concern about the success of their fellow 
Standard Oil dealers. They are extremely conscious of the fact that 
a poor performance by a dealer in southeast Missouri can hurt a 
Standard Oil dealer in Wisconsin or Minnesota or Montana. They 
are even more insistent than we are on trying to attain a high level of 
station cleanliness and good performance from our dealers every- 
where. 

We are convinced that this is the way dealer-supplier problems 
ought to be solved—by cooperation that springs from the fact that we 
both have exactly the same goal of success in view. No legislation 
can accomplish what mutual good will and understanding among a 
supplier and its dealers can do. 

I thank you for letting me read this statement. 

Mr. Roosrvetr. Thank you, Mr. Miller. 

As you know, the members of the committee, and counsel, no doubt 
have some questions and if it is all right with you we will proceed 
with those questions. 

Mr. Cuarretrz. May I interrupt. Is there water available for the 
witness. 

Mr. Roosrvetr. Mr. Miller, I think I should first point out that, 
obviously, while we would, in general, agree with your thesis, it 
would be better in all instances if problems within industries could 
be solved within industries. . 

The need of certain laws such as the antitrust laws have proven in 
the past that at times unfair competitive methods have arisen which it 
has taken legislation to do something about, and this committee has 
not made up its mind whether legislation is necessary or not, and I 
think it would be the consensus of opinion we would far prefer that it 
would not be necessary for very obvious reasons. 

However, I think it would also be fair to say, while in general your 
thesis infers there are many reckless charges made—that is sound in 
certain specific instances. At the same time, the committee has re- 
ceived a sufficient number of seemingly well-founded charges to make 
us want to go carefully into the situation as it exists, and I wouldn’t 
like the record to stand to say that all of the charges received by the 
committee have been reckless and unfounded because that just simply 
isnot so. For instance, we have had actual instances where some of the 
suppliers have come forward and said, “Well, frankly we didn’t know 
what was going on,” and once it has been brought to their attention, 
the matter has been greatly improved and promptly taken care of. 
If we have been of any assistance, I think the outstanding thing has 
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been the independent businessman drawing to the attention of some of 
the suppliers the situations which they perhaps didn’t know existed, 
but once we drew it to their attention they did something about. 

Now on page 2, if I might ask, I notice that twice you have said 
the second dealers went into business with little or no capital, and 
I believe in one instance you made the statement that they went into 
business with no capital except their ability and integrity. 

Mr. Mixer. I believe that is on page 3, sir. 

Mr. Roosevetr. No, I think that is on page 2 in the third para- 
graph. You state, “Each of them had little or no capital.” 

Mr. Miuurr. That is right. 

Mr. Roosevett. On page 4 you said : 


Starting with no capital other than good character, ambition, and ability * * *. 


Isn’t it an actual fact that he must have, in general, somewhere 
around an investment of between 5 to 9 or $10,000 in the station itself, 
not necessarily always in equipment ? 

Mr. Miter. The facts are that as often as we can, we try to find 
a dealer that has capital of his own. 

If he doesn’t have his own capital, we try to find out if he can get 
it from some outside source. 

Mr. Roosevetr. So then it isn’t actually a fact that he starts with 
no capital. 

Mr. Miter. May I finish my statement ? 

Mr. Roosevett. Yes. 

Mr. Mier. If he does not have the capital and we think he is a 
vood man, and our investigation of his character references and his 
work history indicates he is a good man, we will take him in that 
station as a lessee without a dime of his own. 

Mr. Roosrvetr. Yes, but, Mr. Miller, that is the exception to the 
rule and not the rule, is it not ? 

Mr. Miter. No, that is not the exception. 

Mr. Roosevett. Would you say a majority of your lessees were? 

Mr. Miter. I would say a great percentage of them. 

Mr. Roosgvert. What percentage? 

Mr. Mitier. Well, I can’t answer that exactly, but I would be safe 
in saying 35 percent—25 percent of them. 

Mr. Roosrveir. Well, again, if it is 25 to 30 percent, does it not 
justify the statement starting with no capital? I think it is im- 
portant not to give false impressions of the industry. 

Mr. Miter. We think that is an absolutely true statement. 

Mr. Roosevett. Obviously, or you wouldn’t have made it, but I 
don’t think it is true. I think when you have 70 percent of the people 
starting with between $5,000 and $10,000 in the business 

Mr. Miter. No, no, I beg your pardon. I hate to interrupt you. 
They don’t all start with that much money. Sometimes they will 
start with a thousand dollars of their own money and we will furnish 
the rest, or some cosigner will furnish the rest or a bank will furnish 
the rest. 

Mr. Roosrvert. It is still their capital if they have to go and bor- 
row. It is still their responsibility and their capital. They have to 
pay the interest on it. 

Mr. Miuuier. Here is the number that I was trying to find. At the 
bottom of page 3, in this survey we found that 30 percent of these 
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successful dealers started with none of their own money in the busi- 
ness. About three-fourths of them “had less than $2,000 when they 

started. The average had $1853. So we think that is a true state- 
ment. 

Mr. Rooseverr. Well, I think we will have to let the record stand 
for itself. The previous testimony of other company officials indi- 
cated the average investment that their dealers have when they go 
into the gasoline station business is approximately $5,000 to $10,000. 

Mr. Mixer. That is describing a different situation, though, if I 
may say so. The investment of the inventory will range about the 
number you say, $5,000 to $7,000 to $8,000, but it isn’t his money 

Mr. Roosevetr. Whose money is it 

Mr. Miuier. The lessee may have $1,853 of his own money and the 
rest is borrowed capital. 

Mr. Rooseverr. Well, I am not going to argue about borrowed capi- 
tal. If I have to borrow money to go into business, I believe the men 
on this committee will count it as my capital even though I had to go 
out and borrow it. 

Let’s go on from there. 

Mr. Cuarrerz. That means borrowed from the company. It is 
credit supplied to the dealer by the company. That is what we are 
talking about. 

Mr. Rooseve.r. But he has to pay it back. 

Mr. Miter. Certainly he does. 

Mr. Cuarretz. The fact of the matter is he is better off than if there 
wasn’t a company to give him the credit to put him in business. If 
that wasn’t so, there would be thousands of men who would never 
have gotten in the business. 

Mr. Roosrvetr. Will you please refer back to page 2. 

Give me some idea as to the importance that you give to location in 
the success of a dealer. 

Mr. Mixier. To what are you referring, sir, page 2? 

Mr. Roostveir. You say there are successful dealers, of course, but 
they are also typical dealers. Each of them has had a little capital, 
and then you go on and give the reasons. I am interested in how 
much effect you would give to the importance of location in dealer 
success. 

Mr. Mitier. According to all of our urban consumer surveys which 
we make with the consumer, as to the importance of location, brand, 
facilities, dealers, service, advertising, et al., the number one item 
in the customer selecting of a service station is the dealer. That is 
number one for repeat business. 

The second is appearance and cleanliness of the station. 

Third comes the brand, and fourth, the location. 

Mr. Brown. Where does price fit into that ¢ 

Mr. Miter. Well, that is the most difficult thing for us to appraise. 

For some reason or other, in our urban consumer surveys, can we 
accurately determine the factor that price makes in influencing the 
customer’s purchase. 

Mr. Brown. It wouldn't be at the top, though, would it ? 

Mr. Mixer. Oh, no. 

Mr. Brown. It would be well down the list ? 

Mr. Mitver. Well, we can’t even find it in our surveys over a period 
of a great many years. 
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We know it has a very important part, but for some reason or other 
we can’t get people to talk about it, I think for obvious reasons. 

Mr. Roosrve.r. Mr. Miller, in relation to the matter of leases, the 
committee has considerable evidence before it that those companies 
who have actively gone into the business of giving longer leases have 
found a favorable dealer reaction. 

[ think you have testified here that your dealers do not seem to be 
particularly interested in longer leases. Yet, you have a considerable 
number of them, 900 or so. 

Mr. Miter. 1,020. 

Mr. Rooseverr. A thousand or so. 

I would like your description of what the company does in calling 
attention to the dealer, let’s say, who has been with you, say, 3 
years, to the availability of a longer lease and to the advantages of 
the longer lease because, again, our testimony has been that in most 
companies once these were ‘brought to their attention by the supplier, 
and, frankly, if the supplier didn’t bring it to him he didn’t have the 
opportunity to know too much about it, they didn’t apply for them, 
but once these were brought to their attention, they did seek them and 
they gave them additional independence because of the fact that they 
became more financially secure; they were able to raise their capital 
through that, and other financial resources which gave them a greater 
security and greater independence. 

Mr. Minier. Well, we started on this back several years ago. As 
| said in the statement in my prepared paper, we were the first in 
this area to have the lease, and we offered it to our dealers who had 
good health, who had been in the station for a period of years, whose 
financial responsibility was good, who had hopes of continuing in the 
business, and I believe Jim Ross, one of my associates in testifying 
before you in 1955 said we had 334. Well, we have increased that up 
to 1,026 as of this date. 

Mr. Roosrvertr. Wouldn’t that tend to indicate there was then some 
dealer appreciation of a longer lease ¢ 

Mr. Mitier. There is, but I want to say to you in our Dealer Ad- 
visory Council, we have had dealers say to us that successful dealers 
have been with me 25 years, 20 years, 15 years; that a 3-year lease or 
a 5-year lease does not interest them because they have no need for it. 
They feel secure in the location. They have never had any trouble 
with their lease in the past, and so why should I obligate myself to the 
point where I have to say I am going to stay here for another 3 or 5 
years if I want to leave. 

Now, don’t misunderstand me. The dealers appreciate it that have 
it offered to them, but in the last 12 to 18 months, we have had 48 
dealers turn it down. 

Mr. Roosrverr. Mr. Miller, on that point of having to stay there 
3 or 5 years, the 3- and 5-year leases that we have seen were cancella- 
ble by the dealer so that wouldn’t tie him down. 

Mr. Mitier. But these dealers have a sense of obligation, the same 
as we do. When we enter into a written agreement with a man, even 
though we have the right to cancel, and he has the right to cancel, 


’ you still feel about that as an obligation, sir. 


Mr. Roosrverr. I think that is true, Mr. Miller, but isn’t that play- 
ing around the main point? The main point is the financial ad- 
vantages that come to the dealer by a longer term. 
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Now, obviously, if for good reason the dealer would want to cancel 
his lease, his arrangement with you, any contract is cancellable by 
mutual agreement, and presumably, by your own statement, you 
would be the first to want to make that possible. 

Mr. Miuier. Right. 

Mr. Rooseve.t. So what I am trying to get at is the importance of 
the longer lease. I hope you will read the full record from all of the 
companies concerned because we have, I think, fairly conclusive 
evidence that the longer lease does add to the independence, to the 
security and to the performance of the individual dealer. 

Now, I grant you that there will be dealers who, because of their 
location and because of other factors, wouldn’t give a hoot whether 
they have a lease of any kind at all, but we are talking about the 
average individual who is for it, as you pointed out, because of the 
competitive type of business, and so 1 would just like to ask that you 
give weight to the testimony which has been given to this committee 
in that matter. 

Mr. Mixer. I will assure you, we are promoting it actively. We 
are not being slow about it at all. 

Mr. Cuarrerz. The fact of the matter is, the reason that there are 
a thousand today and only 334 a year ago is just the fact that the 
general office of the Standard Oil Co. has been pushing the 3-year 
lease, and I think the progress proves that point. When you ask us 
again a year from now, there will still be many more. 

We are not very far apart on a 3-year lease. I think a lot of the 
things you said about it are true. I think if you get a dealer interested 
in a longer term lease, it probably is a good thing and that is the feel- 
ing of the Standard Oil Co. 

Mr. Mriier. We have no fear of a long lease at all. 

Mr. Roosrve.r. Mr. Miller, I would like to compliment you because 
I think that the company realized too great competition and the over 
supply of stations in perhaps poor locations was an uneconomic thing, 
both for the dealer and the company, and that is a step in the right 
direction. 

The fact that you obviously have taken that into consideration, as 
your testimony indicates, is a fine thing, and I hope others will do the 
same thing. 

Now, I want to remark, in relation to your testimony, about the 
number of complaints given to the Department of Justice and the 
Federal Trade Commission. 

Mr. Miller, in all good conscience, if you knew the financial burden 
that it takes to process a complaint before either of those Government 
agencies, and then you knew of the time that it takes to get it 
adjudicated, and you did not have a large independent bank roll of 
your own, or one that you could lay your hands on, don’t you think you 
would just probably say it is too doggone bad—I’ll have to pass that 
by? 

Mr. Miter. I think I am familiar with what you are talking about. 
I have followed many of these cases fairly closely. but the facts are 
that the reason I think there aren't more complaints may be partially 
what you say, but also the fact that most of these people can take 
their complaint to the supplying company and get it handled rapidly 
without any cost to them at all. 

That is what I think. 
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Mr. Cuarrerz. Also, Mr. Chairman, what Judge Hansen and 
Gwynn were talking about as to letters, a man is unhappy. He sits 
down and writes a letter to the Department of Justice. Now, the 
Department of Justice gets millions of letters in this 3-year period. 
The number they did get astonished me because I thought they had 
thousands of letters, especially when you consider there are a couple 
of hundred thousand dealers and these associations are after them 
all the time to write. 

Mr. Roosevetr. I’m sure you don’t want to read all the letters this 
committee gets because if you want to add them up, they will be in 
the thousands and not in the hundreds. 

I think the thing that you want to understand is that writing a 
letter to the Federal Trade Commission is by that individual con- 
sidered to be a complaint which gets him into normal legal action, 
and he is not going to process it through the Government, but will 
write his Congressman, as I am sure, my colleagues will tell you, but 
the other I think is a different thing, and I just didn’t want the testi- 
mony to stand as wholly indicative of what you were trying to say 
that it indicates complete satisfaction. I just don’t believe that is so. 

Mr. Neus. I think you ought to know this. The complaints about 
which the Justice Department and the Federal Trade Commission 
were talking about in Washington were those filed directly with the 
main offices of those enforcement agencies. 

We have just come back from Los Angeles where I assure you a 
room half this size full of file cabinets contains complaints filed 
locally in that region. You cannot deduce what you have deduced 
from the fact that in the Justice Department and the Federal Trade 
Commission in Washington there are these number of complaints. 

The regional offices have most of them. 

Mr. Cuarretz. We were directing ourselves to what Judge Hansen 
and Gwynn testified to, and I will say it was a surprise to us. 

Mr. Roosrvert. Referring to page 14, sir, in the paragraph there, 
could you give to the committee some idea of what the margin upon 
which the dealer operates in the Chicago area, or middle-western 
area sO we can compare it with the margins that have already been 
indicated to the committee ? 

Mr. Miter. I cannot answer that question exactly, but in Chicago 
it is 6 cents or over per gallon. 

Mr. Roosrevextr. Six cents or over ? 

Mr. Miuizr. Yes, sir; and I cannot be specific, I’m sorry. 

Mr. Roosrve.t, Now, in times of price wars, do you have a set 
margin below which you protect your dealers from going? 

Mr. Murr. No, sir. 

Mr. Roosrevetr. None whatsoever ? 

Mr. Mirier. But we do assist our dealers in case of a price war 
because if we didn’t, they would go broke. 

Mr. Roosevetr. But you have no set margin below which you do 
not let them go? 

Mr. Miter. Not policywise, we do not. 

Mr. Roosrvetr. What is the policy of the company, to leave it up to 
the individual supervisor in that area? 

Mr. Miixier. Well, we have discussions with our division managers 
of which we would have 23, and they recommend to us, according to 
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the local competition and economic conditions what they think ought 
to be done and then that is acted upon. 

Mr. Cuarretz. Mr. Chairman, I am still troubled when you say that 
one of your problems is the elimination of these allowances and 
rebates. 

Mr. Roosrvet. No, I didn’t say that was one of my troubles. 

Mr. Cuarretz. Did I misunderstand you ¢ 

Mr. Roosevettr. Yes, I think the record will show what I said was 
that a large dealer organization on the west coast had recommended 
that all companies eliminate all discounts and all rebates, and that 
they felt if that became a common practice, this would eliminate many 
price wars and that they would be willing to take their chance against 
the off-brand dealer in competition on that kind of a basis. 

Now, I am simply bringing that to your attention for further study 
because we went into it quite deeply, and nearly all of the dealers, 
both the ones that belong to the association that came before the com- 
mittee—as I hope you will read the testimony—and others agreed that 
fundamentally this would be one way to attack the problem without 
any legislation. 

Mr. Cuarretrz. May I comment on that? That is one of the things 
that the dealer associations 

Mr. Rooseverr. Not just the dealer association. These were people 
that didn’t belong to the dealer association. 

Mr. Cuarretz. But you must bear in mind these allowances that 
the Standard Oil Co. gives to its dealers during the price war costs 
Standard a lot of money. They don’t do it because of any advantage 
to themselves. They do it because the dealer needs the help. 

I don’t know about the west coast area. In this area, if you make a 
study of the price wars, almost invariably the price war starts in a 
fight between two private brand mi arkets, and not by people in- 
dividually or by major oil companies alone. 

Mr. Roosrver. If I may say so, that is your opinion as to how it 
starts. In this area, it is your opinion it is started by off-brand 
dealers / 

Mr. Caarretz. We live with it, and I think I know that to be a 
fact. If you didn’t help your dealers during that period, they would 
just all dry up. The dealers come around and say, “I can’t meet this 
price,” and I can’t understand the argument that the oil companies 
ought to agree among themselves, or individually, ought to decide 
that they just won’t help their dealers during the price war. I can’t 
understand it. 

Mr. Roosrverr. Again, I ask you to read the record because I think 
it is spelled out there, and, why, they feel, if this became a national 
policy it would eliminate the price war. 

I am not arguing that it doesn’t start that way, except I would 
like to have you submit, as long as you brought it up, your study of 
price wars in the area and your indication that they were started as 
you have just said they started and give us the actual instance in 
which they were started that way. I am sure you will find that 
other people are going to come forward and show us a different 
pattern as to how ‘they were started. 

If, out of all of this, some price wars are started some way and 
somo another way, there may be a different angle which perhaps you 
haven't explored. 
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All I ask you is to keep an open mind on it. 

Mr. Cuarrerz. There may be this aspect of it. Suppose these pri- 
vate brand people get into a scuffle among themselves and reduce the 
price, and the majors give an allowance to survive? As a result, 
those allowances spread and that may be the thing they are talking 
about. That is the real problem. 

It is a fact and it was testified before your committee in Norfolk 
when the Sun Oil Co. gave allowances in a certain limited area of 
Norfolk. They didn’t want the price war to spread, but found out 
later they had to give allowances throughout the whole city. The 
dealers then compl: ained. They said they should have confined it to 
a smaller area. 

That is the real problem. That is a problem this company had to 
work on all the time. What they tried to do, they tried to narrow the 
area in which these allowances were given as much as possible for 
the dealers that are immediately affected, and then they sometimes 
further it out and help the dealers on the borderline of the imme- 
diate area to somewhat stop it from spreading, but, again, we have 
been criticized. 

What this company is doing and other companies is directed 
meeting the actual problem. I think we would like very much to 
submit a further memorandum to you on it. 

Mr. Mitier. I would like to say, if I might there, that we feel 
the cost of losing dealers would be terrific in a case like that—just 
be terrific. We would have a lot of people going broke. We would 
lose dealers that we had tr dined: or that had trained themselves with 
many years of experience and they would have to be replaced even- 
tually with inexperienced people. The cost would be terrific in loss 
of lives, so to speak. 

Mr. Roosrveir. Their theory is that it wouldn't. Their theory is, 
No. 1, the situation would not exist. They attach one other 
suggestion which I think you should read and study. They say in 
many instances the increase of gallonage by these people comes, not 
from you—TI am not accusing you- that much of the supply that 
these off-brand dealers get comes from the major oil companies. 
Again, I think you should read the record on that because it was a 
very interesting record in both Denver and on the west coast, and 
that the individual dealer should be allowed to sell the same kind 
of gasoline which is available to somebody else at a lower price, per- 
haps a third pump of a nonbrand in his own station. For example, 
Rocket gasoline. They testified it was the same gasoline. The Rich- 
field dealer said, “If I can put in a Rocket pump in my station, I 
can take care of the off-brand competition with no trouble at all.” 
These are the aspects of the situation, which, very frankly, we want 
to go into a good deal more carefully. 

Mr. Cuarretz. I invite your attention to one major incident in 
this area. I refer to the price war in the Twin Cities, Minneapolis 
and St. Paul, in the fall of 1955. You will find the record in the 
Trade Press which was particular interesting because Senator 
Humphrey made a trip to St. Paul on the basis of reports that the 
major oil companies were at it again, and were cutting prices. He 
was going to investigate to see which major oil companies were re- 
sponsible. 
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He went up there and investigated the situation, and somewhat 
silently went back to Washington. I think that was an instance 
where it was clear, even on investigation by an impartial agent, that 
these were private brand people squabbling among themselves, and 
that the major oil companies and their own dealers were the victims. 
I think Senator Humphrey will confirm that. 

Mr. Roosevetr. I think we will ask him if he cares to make a 
statement to the committee. 

Now, the company suppliers are not the main source of supply 
for most of the independents. Our testimony will tend to show 
quite the opposite, that while they are not the sole source of supply, 
that they are definitely the major source of supply. 

Mr. Cuarrerz. In this territory ? 

Mr. Roosrvettr. No, not in this territory. That is why I am in- 
terested in your testimony on that point. 

Mr. Cuarretz. The truth of the matter is here you have the Mis- 
sissippi River which is a main arterial source of supply, and every 
refinery on the Gulf Coast which is the biggest single concentration 
of the United States has access to this area up through barge de- 
liveries, up the Mississippi, and, in addition, you have the Great 
Lakes Pipe Line System which connects the big mid-continent area, 
Kansas and Oklahoma, with the entire territory. There are some 
thirty-odd refineries who can ship as common carriers, ship through 
the Great Lakes Pipe Line System which is a common carrier sys- 
tem, so you have the biggest bulk of the three refinery capacity in 
the United States accessible to anybody who wants to buy gasoline, 
and can buy gasoline in barge lot quantities, or large quantities. 

Mr. Roosevetr. Of those 30 refineries, how many are independ- 
ents ? 

Mr. Cuarrerz. Most of them are small. You say how many are 
independent? There are large companies, medium companies, and 
small companies, but let me answer your question this way. 

Many of those companies sell exclusively to these private-brand 
markets—as they say in the trade—open markets, so that if all the 
major companies said we won’t sell in the open market, we won’t 
sell any unbranded, you wouldn’t dry up the private brand market- 
ing here. 

I want to remind you also of the fact in the thirties—and I think 
this is highly significant—in the thirties one of the complaints 
in the Department of Justice was refusal of the major oil companies 
to sell to the private brand market so you get it both ways. 

Mr. Roosrveit. You know, you are an expert in this subject from 
your previous experience. 

I think the committee would be interested in the specific refineries 
and their total part of the supply, as far as you have studied it, avail- 
able to the independent. 

Mr. Cuarretz. We would be glad to make such a study and give 
you a map and show you the location of the refineries. It has a bear- 
ing throughout the whole area of antitrust and the attitude of the 
Department of Justice, this committee and other committees. 

Mr. Roosrvetr. Do you specifically sell to any other than your 
brand dealers ? 
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Mr. Mitxer. We do not sell any private brands out of our Standard 
Oil refineries at all. Some of our affiliates do sell some off-brand 
products. However, it is a small amount and does not have any 
effect on this market whatsoever. 

Mr. Rooseveit. Will you supply the committee with a statement 
of that operation ? 

Mr. Cuarretz. We would be glad to. 

(The information desired is as follows:) 


SuppLty AVAILABLE TO THE UNBRANDED 


During the hearing Mr. Chaffetz testified to the ready accessibility of supply 
in this area to the unbranded marketer as a result of the Mississippi River system 
and the Great Lakes pipeline system. You asked for the names of specific re- 
fineries and their proportion of the total supply available to the independent 
marketer. You also asked for a statement regarding products available to the 
independent marketer from the refineries of our affiliates. 

I append hereto as exhibit A a map showing the Great Lakes pipeline system 
and the Mississippi River system or inland waterway. You will notice the great 
number of refineries which have access to these systems. 

I also append as exhibits B and C a list of refineries which are so located as to 
have access to the Great Lakes line and a list of refineries which are so located as 
to have access to the inland waterway system. Also shown is the crude capacity 
of these refineries in barrels per day. Because of the lack of published data, we 
are not certain that all of these refineries use either the Great Lakes line or the 
inland waterway repeatedly nor are we certain as to what part of their pro- 
duction reaches middle western markets. However, we have prepared the lists 
to the best of our ability, and they do show the great refining capacity which is 
available to serve the Middle West. 

Hxhibit D is a list of refineries which, while not having direct access to the in- 
land waterway system or to the Great Lakes line, nevertheless supply some part 
of the marketing area served by these systems. 

We have no way of knowing with certainty which of the refineries listed supply 
private brand or local marketers and which confine their sales exclusively to their 
own branded jobbers or dealers. However, I believe that a fair approximation 
can be made. We have assumed that those refineries often designated as “major” 
sell primarily through their own branded outlets. We have assumed that those 
refineries commonly termed “independent” sell primarily to unbranded marketers. 
The results of this assumption are shown on exhibit BE. You will note on this 
exhibit that we have converted the crude capacity in barrels per day into esti- 
mated gasoline yield in barrels per day. Out of a grand total of 2,259,300 barrels 
per day of gasoline supplied to the area shown on the map, 560,225 barrels, or 
approximately 25 percent of the total, is available to the unbranded or independent 
marketer. 

As I testified before your committee, a small amount of gasoline from the re- 
fineries of one of our affiliates does find its way into unbranded channels. In 1956 
a total of 1,953,285 gallons of such gasoline was shipped from the Destrehan and 
El Dorado refineries of our subsidiary, Pan-Am Southern Corp., now American 
Oil Co. However, this represents less than 1 percent of the total gasoline supply 
available to unbranded marketers in this area. (The exact figure is 0.95257 per- 
cent of a total quantity of gasoline available to the independent marketer during 
1956 of 205,053,330 barrels. The total number of barrels of gasoline available to 
the independents for 1956 is derived by multiplying 560,255 barrels of gasoline 
per day by the 366 days of that year.) 

These figures bear out my statement that the quantity of gasoline furnished 
from our affiliated refineries has no competitive effect upon this market. 


/3/ Ww. H. MILuer, 
Standard Oil Co. 
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EXHIBIT A 
REFINERIES HAVING ACCESS TO THE MISSISSIPPI RIVER 
AND GREAT LAKES PIPELINE 
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Exurpit B 


Refineries with access to the Great Lakes pipeline 





| Capacity 
Firm Location | in barrels 
| daily 
i — pecan te is | —___— 
Peas Pete Bann oc Seee dsc ccsccsweecesns | Kansas City, Kams..............-... | 57, 000 
i oe el a | Okmulgee, Okla- pattirhsnanrmeielanl 19, 000 
IDIIE A... at diaesierongaeatamattedinadnbe ..---| Phillips, Tex... ovacscdten alan 71, 000 
Texas ir oceans 5 a ca | Tulsa, Okla---. umiwehinnacun Beal 35, 000 
D-X Sunray, Mid-Continent Oil Co. -_- | West Tulsa, Okla iwbhedewlien | 74, 000 
eRe cick 5 acldtniadnbigmadanneeebalne | Dunean, Okla... _- - tani 42, 500 
Continental Oil Co_..----.-- hed Saphbchee i _-| Ponea aT ee 58, 000 
CNS et Fe U8... co wes esse lascs edvdwoes we wh icp di nesta Li iisaceke bod 22, 000 
iis nimcrancccadveseeabtbiut’ , ‘ El Dorado, Kans................. al 42, 000 
Cooperative Refining Association.....------- ~--| COSY VINE, TGS... .. cc cncsescens 22, 700 
El] Dorado Refining Co__.._.- Ye ueelhebe . | Bh Deseo, Meme 5.005 - 3c 17, 100 
I oo cee enki i sokannt. | Ash City, Kans. eadiniubhatatiedel 18, 500 
i ag eee ge = ooo) Cyril, Olja. i... elleh dies AGE 11, 000 
Kerr-McGee Oil] Industries, RGB casewccwi ..| Cushing, Okla pond pelree en on 20, 000 
Midland C coperative.. cbse ee eh ewe awheapien acces fstab hea ioalced 11, 875 
Wilcox Oil Co- Léeddtebne de __| Bristow, Okla_- at wile SN 5, 300 
Vickers Petroleum Co., ees ‘ | Potwin, Kans... senweilitded A | 17, 000 
Champlin Refining Co. stesttebnanbee : | Enid, Okla___- cece se dauele vin del 30, 400 
SE OO : ee 8, 000 
Ben Franklin Refining Co__-- Sdbddanee Ardmore, Okla ipl ve Alataleel 12, 000 
National Co-Operative Refining. thaws McPherson, Kans__. -aennege dete 26, 000 
Derby Oil Co as cati dona bbue sat : Wichita, Kans_-_-....-- . ee 16, 000 
Total... ioe bvmesledse nbexeebstiecinenmaiaiene’ (ident scaneieppablel 636, 375 
| 
EXHIBIT C 
Refineries having access to the inland water system 
State and company Location | Capacity in 


| barrels daily 


Texas: | 
American Oil Co. ; vou COE 148, 000 
Atlantic Refining Co_. | Port Arthur......... sa 62, 000 
Cactus Petroleum Co- | Brownsville EE 7, 500 
Corpus Christi Refining Co Corpus Christi_- -| 8, 075 
Crown Central Petroleum Co | Houston : 35, 150 
Delhi-Taylor @il Co__- Corpus Christi _- . 40, 000 
Do .| Port Isabel _- : 4 15, 000 
Eastern States Petroleum Co_. F | Houston ; 63, 000 
Eddy Refining Co | do . " 2, 000 
Gulf Oil Corp Port Arthur 282, 000 
Humble Oil & Refining Co | Bay Town_. 282, 000 
Magnolia Petroleum Co Beaumont nil 200, 000 
Pontiac Refining Co | Corpus Christi_. al 44, 600 
Pure Oil Co cis | Nederland ---- : 78, 900 
SD OR RI as Ja eee ceecaeeeial | Texas City-. 42, 700 
Shell Oil Co = "| Houston 125, 000 
Sinclair Refining Co__- . , Corpus Christi_- ; -| 29, 000 
Do | Houston _-- Scobell 138, 000 
Southwestern Oil & Refining Co Corpus Christi_- | 47, 500 
Suntide Refining Co | coe 75, 000 
Texas City Refining, Inc_- Texas City___- ee. 34, 000 
The Texas Co | Port Arthur__- oul 230, 000 
Do | Port Neches. - -- 40, 000 
Texas Gas Corp. | Winnie- -- siecadas 5, 000 
Louisiana: 

American Oil Co Destrahan 35, 500 
Bay Petroleum Corp Chalmette a 22, 000 
Cities Service Refining Corp Lake Charles al 185, 000 
Atlas Processing Co Shreveport | 17, 500 
Clark Oil & Refining Co | Marrero ‘ 6, 500 
Continental Oil Co Westlake (Lake Chas)_. 52, 000 
Esso Standard Oil Co Baton Rouge-.--- | 340, 000 
Evangeline Refining Co > Jennings _. sf 2, 000 
Ingram Oil & Refining Co | Meraux. | 14, 250 


Shell Oil Co- oat | Noreo--- oe -| 95, 000 
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Refineries having access to the inland 


State and company 


Arkansas: 

American Oil Co. - 

Lion Oil Co-__- 

H. H. Cross Co-_-- a 

Macmillan Petroleum Corp- -- 
Tennessec: 

Delta Refining Co. 

Southern Oil Service__..--- ef 
Missouri: Standard Oil (Indiana). - - -- 
Kentucky: 

Louisville Refining Co- -- - 

Ashland Oil & Refining Co-. 

Sohio Petroleum Co 
Indiana: 

Allby Asphalt & Refining Co. 

Cities Service Oil Co. - 

Socony Mobil Oil Co 

Sinclair Refining Co_. 

Standard Oil Co. (Indiana 

Indiana Farm Bureau 

Jarvis Refining Co... 

R. J. Oil & Refining Co-- 
Illinois: 

Calumet Refining Co... 

Clark Oil & Refining Co--- 

H. H. Cross Co__--. 

Pure Oil Co. 

Shell Oil Co 

Standard Oil Co. (Indiana 

Socony Mobil Oil Co. 

Sinclair Refining Co-- 

The Texas Co. 

Ohio: 

American Bituminous & Asphalt Co 

Dewese Oi] Refinery 

Gulf Oil Corp__- 

West Virginia: Quaker Street Oil] Refining Co--. 
Minnesota: 

Great Northern Oi] Co_. 

International Refineries, Inc 

Northwestern Refining Co 

Do 
Nebraska: Searle Petroleum Co 


ei intdcnddadimminmitiss Madi vebsieciuiwewree. 


Location 


E] Dorado 
do 

Smakover-_. 

Norphlet.._. 


Memphis. - 
Nashville 


Sugar Creek__.. 


Louisville ... 
Catlettsburg. . 
Covington 


Hammond 


East Chicago.... 


do 
R260 
Whiting 


Mount Vernon.. 


Troy 
Princeton 


Burnham. 
Blue Island. . 
Colmar.. 
Lemont 


Wood River... 


do 


East St. Louis. 


Hartford. 
Lockport 


Cincinnati 
Weston 

Cincinnati 
St. Marys 


Pine Bend 
Wrenshall 
New Brighton 
St. Paul Park. 
Salem... 
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water system—Continued 


| Capacity in 
barrels daily 


38, 400 
| 28, 000 
| 6, 000 
| 3, 700 


5, 700 
400 
74, 300 


7, 500 
75, 000 
16, 000 


7, 500 
-| 53, 000 


36, 000 
111, 000 
209, 000 

11, 400 

1, 500 
4, 000 


1, 000 
30, 000 

1, 000 
48, 000 
175, 000 
50, 000 
38, 000 
29, 000 
65, 000 


5OO 
SOO 
000 
500 


PN on 


28, 500 
11, 000 
3, 000 
12, 000 
1, 000 


4, 026, 575 
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ExuHIBIT D 


Refineries not having direct access to the inland waterway system but potential 
suppliers in the Midwest 


| 

State and company | Location tae Capacity in 
ul eee barrels ~~ 

| 

i 

| 

a 


Texas | 
Am. Liberty .| Mount Pleasant_._- 28, 500 
Cactus. _- La Blanca... __- 3, 500 
Cosden (Ony x) | Hawley. 6, 500 
Donahoe Pettus. __. 4, 500 
Gladewater | Gladewater. __. 2, 500 
Gratex (G. & B.) | Graham... | 700 
Howell | San Antonio-__- | 3, 000 
Matagorda .| Bay City : 1, 850 
McMurray Tyler. 22, 500 
Monarch | San Antonio 2, 500 
Phillips Sweeney. _-. 95, 000 
Phoenix San Antonio : 3, 500 
Premier | Longview (Willow 4, 000 
Springs). 
Rado ; McAllen. | 1, 500 
Skelly ; sonaaeee 4, 500 
Texas Asphalt. ‘ Pasadena (Houston) - -- 2, 000 
Texas-Calgary --- | Carrizo Springs. --- 2, 000 
Three Rivers etSate Three Rivers... - 1, 500 
Louisiana: | 
Bayou State Hosston- | 785 
Breaux Bridge | Anse Le Butte. 1, 600 
Calumet Refinery Princeton 850 
Canal Refinery. | Church Point -| 1, 200 
Cotton Valley | Cotton Valley-__. -| 4, 500 
Arkansas: | 
Berry Asphalt__.__- ins Stephens 2, 000 
Do... ¥ oe Waterloo... 1, 200 
Mississippi: | 
RUE MONOD. £2 n5~ lei cddacde i | Yazoo City | 5, 600 
Pontiac Eastern. -- 2 South Central_..__- | 12, 000 
Illinois 
Advance Refinery... -.-.......-.--.- ‘ ; | Centralia 2, 400 
Ohio Oil Co : Robinson 42, 400 
Pana Refinery bo aelet | Pana 5, 000 
Texas. .....- ‘ Shaiolchas | Lawrenceville 60, 000 
Wireback ar Plymouth 1, 200 
Wisconsin: | 
Empire Petroleum. - einen Sheboygan... 7, 500 
Lake Superior Refinery. --.-..--.--..--- Superior. -_ - 6, 000 
Indiana: Rock Island Refinery ---......---- | Indianapolis... --_- 14, 000 
Kansas | 
Chanute Refinery Association... ....-- dsdetiens | Chanute. ‘ 1, 500 
Mid-American Refinery Co_._.......--.- a do a | 2, 000 
Socony-Mobil Oil- - eiatenl 5 Augusta : 35, 000 
Standard Oil (Indiana) dcilhitictiainn ; ; | Neodesha. - ; 22, 500 
Oklahoma: 
Allied Materials Corp. -..............--- ; | Stoud. 3, 000 
Kerr-McGee Oil Ind ongameeinee Wynnewood - 15, 600 
Mercury Oil Refining Co Suhddes Oklahoma C ity bot 5, 000 


BOB aig i biehat Litiedelinevedaedeukes eckbuded fe wok 442, 885 
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ExHiBit E 


Major and independent refineries having access to middle western markets 


| 
Crude capacity; Estimated 
System in barrels daily | gasoline yield 
in barrels daily 








Great Lakes pipeline: | 





{Independent _ - ; 215, 875 | 103, 836 
Major 5 420, 500 | 197, 858 
Total ‘ 636, 375 | 301, 694 
Gi.lf and midcontinent inland waterways system: 
Independent 745, 475 | 326, 366 
Major 3, 281, 100 | 1, 431, 839 
Total_. 4, 026, 575 1, 758, 205 
Adjacent areas: ¥ ey 
Independent 225, 885 | 101, 913 
Major 217, 000 98, 208 
Total 442, 885 | 199, 401 
Total: 
Independent ‘ i 1, 247, 235 | 560, 255 
Major : 3, 858, 600 1, 699, 045 
Grand total - ; aka’ 5, 105, 835 | 


2, 259, 300 


Sources: Oil and Gas Journal, National Petroleum News, and Standard Oil Co. (Indiana) estimates. 


Mr. Roosevett. On page 17 you say it is apparent from the inroads 
being made by other types of marketers, our dealers must become 
competitive pricewise. 

We agree with that. Now, what or in what proportion does he 
have to become competitive pricewise by lowering your tank-wagon 
price to the dealer ? 

Mr. Mutter. We have given a thorough study to it and we believe 
right now we are in a position that our prices are such that our deal- 
ers can become competitive except where there is a price war and 
those price wars we are giving them their allowances that they have 
requested. 

Mr. Roosrvetr. Have you got with you the tank-wagon price in 
this area, or surrounding areas? 

Mr. Minter. No. 

Mr. Rooseveir. Going back from 1952 to the present time ? 

Mr. Miter. No, sir, I do not have that. 

Mr. Roosevetr. Will you supply that, and number two, in general, 
has your tank-wagon price gone up or down, since, let’s say, 1952? 

Mr. Cuarrerz. May I say something to that? We will supply it. 

Mr. Roosrvetr. I would rather Mr. Miller answer the questions. 

Mr. Cuarretz. I thought you asked him to supply the information. 

Mr. Miter. I can’t go back to 1952 for you. I can tell you that the 
fall of 1955 we had up to a 1-cent price reduction in our market 
area. 

Mr. Roosrvetr. You are talking about a tank-wagon price? 

Mr. Miniter. Yes. In January of this year, because of the crude 
price increasing, we had up to a one-cent increase. and that has been 
almost lost now because we haven’t been able to maintain the price 
because of local economic and competitive conditions. Since last fall 
it has been about on a par. 
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(The information desired is as follows :) 


TANK-WAGON PRICES IN THE CHICAGO AREA 


You requested that we furnish you with tank-wagon prices in the Chicago area 
from 1952 to the present date. Set forth below are tank-wagon prices for our 
house-brand gasoline in our Chicago, Joliet, and Milwaukee divisions from Jan- 
uary 1, 1952, to date. You will notice that the trend of prices has been generally 
upward, in keeping with rising costs. However, on October 29, 1956, prices were 
reduced 1 cent in all 3 divisions as they were over most of our marketing ter- 
ritory. This resulted in most cases in returning prices to 1953 levels. On Janu- 
ary 10, 1957, following the increase in the price of crude oil, prices throughout 
most of our marketing territory were increased 1 cent, which simply restored 
prices to what they were before the Ocober 1956 reduction. The prices set below 
are as you requested, tank-wagon prices. State, and Federal taxes and dealer 
margins must, of course, be added to obtain the retail price. 


Price 

Date: CHICAGO DIVISION (cents) 
SORT, Fi Thien pleat re einer abe ntibhalpnaenn inn eithainieee 15.3 
FEE Tee Riess eee Sele npg tapi tiple alaan ean electron eeie clpbinadaianicneh 16.3 
TOU BO, BB ibe ctl St al wi ee we erisibdenendiolemirieh dtelptntental 16.8 
Drake 1, Re shai sicetsntelsjeseinl doing Salis bo ee eee 17.3 
EE Bi, Bi inno ncce ince heapitinnacdnndeiatindageh Misi asain nile aan 16.3 
TRB AEY AD, BI oc cepcee ates pecicieenepeeeriniree bile etiecheah ilieecheideita ek oneal 17.3 

JOLIET DIVISION 
Jammary. 1, 100861. h i Oe a Oe 16.2 
Bite 22; LOBG rare is ee ot ee bein beth el ee 17.2 
GUY BO, LOO oon ek decd cwduse ike pabadae dean 17.5 
pee, Meee a OE eee so Distal ile niallas bicicl inea said 17.5 
October Ze,’ 1006 an A Selina 4h EBS Se pewbbeneianal 16.5 
January: 10, 1007.6. di a Basi DSH es aL eee 17.5 
MILWAUKEE DIVISION 

DROOL ET a ipsa nsec bait ce ae a Raia nds tenet eee od 16.1 
BOI i | TO asapenengevcicegesi room ap icoipreneneenh ins canttomneriasemestciettr ec aaa igi cabana eae: Ei tiiae a 16.3 
Fete Fe Bie hc dd rts tsceececaenta telat alan is aa laa te hbin cpdtiphie oe epereightvaimalnenties 17.3 
SUNG 1, ei reteieciemeceedb UGE 05 UY Oo eee PS 17.3 
BON: Le DIG ac ain a cast i eee nn hn eg pp ele hm ed ke 17.8 
ETODEE' ZO, DIO ie ere ctcesenso centennial ts tne edd winter viisiepicricetiek ibd uaa ie 16.8 
Rg Bae Mah 5 Mae arte AS SUR I er oh aE) ad BRITS BB Ee 178 


Mr. Roosrverr. In general, would you say the tank-wagon price has 
gone up from 1952 to 1957, and if so, how much ! 

Mr. Mitter. I would rather give you 

Mr. Cuarrerz. Of course, it’s gone up. The price of gasoline, how- 
ever, has gone up much less than commodities generally. 

Mr. Rooseverr. What we are interested in, what proportion of the 
burden, in order to get competitive pricewise, as you put it, is being 
Jaid upon the dealer and what proportion is by cooperative efforts? 

Mr. Mixer. The facts are that the dealer margins generally in our 
15-State marketing area have been on the increase and not on the 
decrease so the dealers have taken a greater margin today than in 1952 
on gasoline. In a 5-year period, they have had a steady increase in 
gasoline margins. 

Mr. Cuarrerz. Also, you understand, Mr. Chairman, they set their 
own margins. The Standard Oil Co. sets a tank-wagon price, and, 
generally speaking, the retail price is set by the competition at the 
retail level. 

Your question implies that possibly if the Standard Oil Co, reduced 
its price to its dealers, they would get a higher margin. That doesn’t 
follow at all. 


92285-—37—pt. 48 
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If the retail price is set competitively and if the tank-wagon price 
went down, the retail price would go down in a t is com- 
etition—it is the cost of the typical dealers and so forth which results 
in different margins in different areas, depending on labor costs and 
things of that sort. 

I don’t believe that a major oil company can determine the amount 
oi the margin that the dealer gets at all. It is a competitive thing. 

The thing we are talking about is the effort of the trade association 
representatives to encourage their dealers to try for higher margins 
to keep the level up higher when they are facing competition of the 
private brand fellow who is concentrating on getting his margin lower, 
and thereby getting more of the business. Those are the things we are 
talking about. 

Mr. Roosevetr. You wouldn’t, however, deny that it was the practice 
of the company, as is the general practice in the industry, to give as- 
sistance to the individual dealer in reaching a competitive price ? 

Mr. Cuarrerz. No. As a matter of fact, in some areas where this 
competition with the private brand people has gotten intense, we have 
adopted a policy known as the suggested competitive price plan where 
we try to encourage the dealer to set a price which we think will make 
him competitive with the other fellow, and it is true we do give him a 
discount below that price which is his margin, but we don’t control 
oF price, and many dealers sell higher than the price we suggest, and 
below. 

Mr. Roosevertr. The question is at what point you control it and 
that will be argued because when you suggest a price, there will be 
many dealers who will come in and say that is going to be the price 
or else I am in trouble for various reasons. Certainly, when you do 
that, you do come in direct discussion relatively because you do give 
him a subsidy—you come into a discussion as to what his margin will 
be. I don’t see how you can deny it. 

Mr. Cuarretz. We don’t give him a subsidy. We are not talking 
about local price war situations where you make an allowance. We 
are talking about the price in the Twin Cities, for example. That is 
one price to all dealers throughout the whole Twin Cities area. 

We suggest to the dealer the price he ought to post to be competi- 
tive with the forty-odd dealers—forty-odd percent of the private brand 
people who sell in that market at lower prices, and we give the dealer 
a discount below our suggested price as the price he pays to us, but, 
the last survey, I saw, showed that nearly half of the dealers sold at 
a higher price than our suggested price. 

Mr. Rooseverr. Do you believe it violates the antitrust laws to 
discuss margins with the dealer? 

Mr. Cuarrerz. No, you can discuss anything with the dealers. The 
problem is drawing a line between discussion and agreement and try- 
ing to persuade or trying to educate either the salesman for the com- 
pany or the dealer to use the right terminology. 

Mr. Roosrvert. We have had evidence, for instance, of some com- 
panies, as a practice, to state to their dealers in any price-war situation, 
“We will guarantee that your margin will not go below 414 cents” 
or 5 cents, whatever the agreement might be. 

In your opinion, does that violate the antitrust law ? 

Mr. Cuarrerz. No. 
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Mr. Sueenan. Mr, Miller, one of the problems that concerns our 
committee is the fact that we constantly hear about the great turn- 
over in station operators, the ones who go out of business, and I note 
from page 2—I am using round figures, that about one-fifth or 20 
percent of your dealers in Standard Oil are with you 15 years; one- 
third or 3314 percent are with you 10 years; one-half or 50 percent 
are with you 5 years or more, and two-thirds of your dealers are with 
you 3 years or more. ! ; ’ 

Therefore, apparently your biggest problem seems to be just with 
one-third of the dealers who are with you for just a short space of 
time. 

Mr. Miter. Yes, sir. 

Mr. Sueenan. Wherein does that problem arise? Don’t they have 
good station locations ? 

Mr. Miter. The problem arises from the fact that the man is— 
the station location seldom has anything to do with it, because we 
have tried diligently, as we have testified, to get rid of our uneconomi- 
cal stations. 

The problem, generally speaking, is with the man himself, and I 
am talking generally now because he does not have the aptitude, 
doesn’t want to work the hours, he is not satisfied with the income, or 
he just is not cut out to be a merchandiser. That is our problem. 

Now, the application that they showed you there was built up from 
a survey we made back in about 1942 to determine what made our 
successful dealers successful, and we try in that application form to 
pick out the qualifications that a man has, his past work history, his 
age, his type of family, the type of education that he has which seem 
to match most closely with our successful dealers, but we still make 
a lot of errors. 

Now, there is a lot of competition for labor today, and people who 
may be back in the thirties would make a pretty good service station 
operator or a good station operator today have opportunities to go 
to other places to look for work, which makes it extremely competitive 
in our business. 

They sometimes think they can find better work someplace else. 

Mr. Sueenan. I noticed that you, yourself, started out as an oper- 
ator in a Standard Oil station in Iowa in 1930. Did you work for 
the company or own your own station ? 

Mr. Mixer. I worked for the company as a commissioned agent. 

Mr. Sueenan. In dealing with stations all through the years and 
especially today, what would be your opinion of the opportunity, if 
you were advising a friend of the family or somebody close to you of 
going into the service station business today ? 

Mr. Miter. Well, the best example I can give you is a man that 
replaced me in my service station, He will not be here as a witness, 
on purpose, because I think or I was afraid you would think I was 
stacking the deck. 

Sometimes he has made me say why in the hell did I ever leave the 
station—pardon me. Dun & Bradstreet rates him today a half million 
dollars in a town of 15,000. 

[ don’t think he is any exceptional person. I think he is a good 
merchandiser, a good businessman, a good bookkeeper, a good super- 
visor of people, and above all, a good salesman. 

[ think the opportunities are excellent today. 
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Mr. SuerrHan. Does this gentleman operate a single station or a 


chain ? 

Mr. Muuer. A single station. 

Mr. Sueenan. He is doing very well. 

Mr. Miter. Yes. By the way, I could add that we loaned him 
$1,500 to start. ( 

Mr. SureHan. Of course, those are the things our committee is 
interested in because we, naturally, are very much interested in the 
small-business man, and we do realize that from government statistics 
there are a certain amount of fatalities in small business, and our big 
concern on the committee, myself and other members, if the fatalities 
in this particular line are much worse than the average across the 
nation, we naturally would like to be helpful to see that at least they 
are not any worse than the average small-business man in their oppor- 
tunities and in their growth. 

I did notice you stated a man who owns his own station will find 
many suppliers actually bidding among themselves to supply him. 

In other words, if a man is not satisfied with a Standard operation, 
in your opinion, can he leave and get employment with another major 
company ¢ 

Mr. Mier. What I was referring to was a man who owned and 
operated his own station, Mr. Sheehan, and maybe has a sales contract 
with us, or some other supplier. 

He has no trouble at all changing suppliers and finding a source of 
supply any time he wishes, or at the expiration date of any purchase 
contract ; and, of course, our lessees can do the same thing. 

Mr. SHerHan. On page 7 you show a turnover last year of 2,086 
lessees, and you do make the statement that this doesn’t necessarily 
mean that these 2,000 dealers went broke. 

Do you have any statistics or can you furnish the committee with 
any breakdown on these 2,000? 

In other words, we are interested in knowing whether or not they 
just left for personal reasons, or because they couldn’t find it profitable 
or just what the reasons were / 

Mr. Mitier. The only thing we have available, as I told you, some 
or most of our fields conduct exit interviews to determine why the 
people are leaving because we think it is very important to us. 

We will be glad to submit to you this copy of a statement that we 
made for our Chicago division, and you will recall the statement 
which is in the record that only 11 percent of the total turnover here in 
Chicago was due to financial difficulties, only 11 percent. 

Mr. Suzenan. I think the committee is interested in that. Would 
you submit that for the record. 

Mr. Roosevett. Without objection, we will accept it as an exhibit. 

(The document above referred to is as follows :) 


Analysis of Standard Oil Co. (Indiana) lessee changes within the city of 
Chicago, 1954-57 








1954 1955 | 1956 | 3months, 
1957 
| 
Total number of service stations__................-.--- 606 606 597 | 597 
Number of lessee changes _ -_________- ie alicia ai Ei 102 116 123 | 34 
| 
| 


RP ec Oiand a bcmawanseastta io A 14 16 | 16.4 








¥ 
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Length of service 
Percent of total 
Chicago dealers 


Uséer -T' 7eet. 2 a eae ee ee 39 
S 0b Dr Wie iis in enh me yh csgh cnn enteric enacietneennenmaitntetatatnleielemthsantitiiiaal 29 
ie I a. cecol beep ob-spepeeeeenlbenineieininioiereeenimigeueaniaeaaiaaed ante 12 
CGO TF PORT aii cn ieee ee iting open chs etn dell adap aetipoer im narnia ete 20 
Reasons for leaving station 
Percent of 

lessee changes 
Wot 'eatiefied with enrnings.i.- 2 oe la Lie 19 
Decided to enter other business... nein en OS ee 15 
Disliked service station Work DOULE......nioncnnnenncossacelhnieneddeeseh 13 
ERT CB ede hectecer aera tcenicnnbicsectirenincpeinecdinsattipanicnabin ia aaa 11 
Poor heatta. 6a on eo nek ti woloncbn Je Suisse soukl calenac eee 8 
Leased competitive station... 320d nc nnd snk badsectiiiithiee ade 7 
Dissolved partiertetip.. 2 ol i he Li leeds 7 
Leased better Standard Oil Co. station._...-... ccd cle k ee 6 
ee Ci Pe i eres: x: xs mscrnatn dose cn: ahancinbnnapa eo seeded optig sb hk ak enopdindeiehlkedadnia anodontia 6 
Became Standard Oll Oo. Cm Pee a xn cami etc sicko cece cigs ii saeco 4 
Took salnried: $00.22. 2 ee da a ee ede 3 
Performance not satisfactory to Standard Oil Co___-----___--___-_-------_.. 3 
QrmeP itsawtel onthe: pwede hes inhib ofl diel asin Pimentel atte 1 


Mr. SHeeHAn. You mentioned about your dealer association spokes- 
men and went on to state how they meet with you and voice their com- 
plaints. 

Do they have any hand, themselves, the gasoline operators, in 
selecting these men, or does your company select them all? 

Mr. Mitter. Do you mean our dealer advisory council? 

Mr. Surenan. Right. 

Mr. Mitier. Well, beginning in 1954 because it was a new experi- 
ence with us, we asked our regional managers to select one dealer in 
each region. 

At that meeting we discussed with the dealers as to how the dealers 
should be selected in the future. They suggest that we have one 
more meeting of the same personnel to see how it worked out. 

At the second meeting, we agreed that they would be elected by the 
Standard dealers from their marketing area. So we tried that and 
we found that the elected representatives, about half of them wouldn’t 
talk. They were very successful dealers, but they just did not have 
anything to say. They were reluctant to speak so we talked it over 
with this group, and they decided that they would leave it up to the 
group in each region as to how the man should be appointed or elected. 

Mr. SHeenan. What do you mean by the group in each region— 
station operators? __ 

Mr. Mitzer. The Standard Oil service operators in each region. 
We have an advisory council in each division and they elect a rep- 
resentative to meet with the advisory council in each region of which 
we have nine. 

Now, part of the nine are elected and part of them are appointed. 
according to the dealer wishes. 

Mr. SHeenan. In other words, what I am trying to bring out, last 
year if I remember right, Mr. Roosevelt, we had testimony to show 
in one of the major oil companies that they selected the dealers them- 
selves, and really the dealers could not voice their complaints to the 
front office, but as I see your picture, there is no problem of any legi- 
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timate dealers getting their complaints to the front office of your 
company. Is that right or wrong? 

Mr. Miter. No; our president and vice president and general man- 
-ager attend these meetings fairly regularly. In addition to that, Mr. 
Shain. we make stenotype notes of everything that is said and we 
give dealers copies. We give every division manager a copy of every- 
thing we agree on. If there is a change of sales policy or the adver- 
tising program, we give them a copy also of that discussion. 

Mr. Sueenan. In other words, you are working closely with your 
dealers, as such ? 

Mr. Miuier. Yes. 

Mr. Sueenan. Sothey can say what they want to say ? 

Mr. Mituer. Yes. 

Mr. SHeewan. You said a minute ago some of the men who were 
elected by the group chose not to say anything. Why wouldn’t they 
talk? 

Mr. Mitier. The character of the man is all. 

Mr. Sueenan. And not through any force? 

Mr. Miter. No. I might say we try to have a well-balanced group. 
Five we asked to come from the metropolitan centers and four from 
small towns. So we had some of these dealers from small towns who 
are not used to public speaking. That is the point I am trying to 
make. 

Mr. SuerHan. Could you give us any examples of something that 
this particular dealer group has brought to your attention for solu- 
tion which your own management itself hasn’t thought of? What 
type of problems would they bring up? 

r. Mitre. For example, one sales program that has been very 
successful for us that they have suggested has been our guaranteed 
radiator protection program which has been a very successful pro- 
gram for our dealers. 

They also suggested that we go into the premium tire business 
which we did, at their suggestion. They also asked us to do more 
service advertising which we have been doing. Those are three exam- 
ples I can think of hurriedly. 

Mr. Sueenan. That is exactly what I want. I notice on page 11 
you state that you have given financial support to the National Con- 
gress of Petroleum Retailers by advertising in their publications. 

Well, if you followed the testimony here a couple of weeks ago, 
you will probably remember that the National Congress Petroleum 
Retailers made the charge—Mr. Innes Brown, in his paper, that due 
to the fact that they were paying for subscriptions and advertising 
they were subsidizing or controlling the thought of the paper. 

Is there any implication that you fellows are controlling the 
thoughts of the National Congress of Petroleum Retailers? 

Mr. Mitirr. None whatsoever, sir. 

Mr. SueeHan. How extensive is this advertising? Do you have 
any idea? 

Mr. Miter. Well, it is not very large, but we have advertised in 
their annual conference bulletins. 

Mr. Cuarrerz. Five hundred dollars for one page, Mr. Congress- 
man. 
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Mr. SueeHan. I assume you are getting your money’s worth. 

Mr. Cuarretz. No comment. 

Mr. SueeHan. I notice that you have been rather critical of these 
dealer associations, and am I[ to infer here that you, yourself, or your 
company doesn’t approve of these dealer associations ? 

Mr. Mitre. No, sir, we are very much in favor of them. We think 
that they could be directing their activities in some lines which would 
be more beneficial to the people that they represent in the way of edu- 
cational activities, training activities, bookkeeping activities, that sort 
of thing. 

I am glad to say here that some of our own people have participated 
in some of these training schools in one or two instances that have 
been sponsored by the dealer associations in various areas. 

What we are saying here, we think that some of the innuendoes, 
statements without facts, are the things that are misleading. 

Mr. Surenan. In other words, you are not opposed to the associa- 
tion, just some of the activities? 

Mr. Miiier. We are not. 

Mr. SHeenan. You mentioned on page 15 that in the metropolitan 
ureas, and I assume that means Chicago, “the cut price and local mar- 
ket operators are now the stiffest competition we face.” 

In my own observations around Chicago, I see these big gasoline 
stations like Clark and Oklahoma springing up, and certainly they 
offer you fellows plenty of competition, as I see it. 

Now, competition, eventually, generates into a price war. What 
has been our situation in Chicago? Have we had any so-called price 
wars recently ¢ 

Mr. Mruier. No. 

Mr. SueeHan. When, would you say, was the last time we had a 
price war in Chicago? 

Mr. Mriuier. About 1951. 

Mr. Sueenan. In other words, the Chicago market has been rela- 
tively free then from the cut-rate price wars? 

Mr. Mitier. Yes. 

Mr. SHeeHAn. To what do you attribute that? Other localities 
seem to have their share of that? 

Mr. Mriuter. We think in this growing market here, that it hasn’t 
been necessary for the private branders to—we think they have been 
getting their volume without cutting the price to do so. 

Mr. SHEEHAN. What are you going to say when you think they are 
getting too much of the volume? 

Mr. Mitrer. Wait a minute. I said I think they have been getting 
enough of the volume. From the figures I have quoted to you here, 
you can see how the private branders have increased their market po- 
sition in almost every one of—I’ll say in every one of our major metro- 
politan areas, and that is not true of the major brands. 

The facts are that we have been making money and we ssume that 
they have been making money here in Chicago. We are very satisfied 
with what we are doing. The facts are they must be satisfied because 
they have not been fighting with one another. 
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Mr. SueeHan, However, Mr. Chaffetz testified a little while ago 
that the companies in price wars try to restrict the price war in a cer- 
tain area with their discounts. 

What I am interested in is where does this breakdown come in, so 
many cents per gallon. When does Standard Oil, for instance, decide 
a chain of independents are selling too low and you want to get 
competitive? 

Mr. Cuarretz. We had it in St. Louis up until a little while ago. 
I read in the paper yesterday that the price war in St. Louis ended. 
That is all I know about it, but there have been intensive price wars in 
St. Louis almost repeatedly for a long period of time, and if you look 
into that situation down there I think you will satisfy yourself. You 
won’t think it is merely my opinion that the fighting is among the 
private brand operators down there. You will find that from the press 
and in talking with the dealers down there. When that happens, the 
Standard Oil Co. has to take care of its dealers for as long as the 
private-brand marketers want to carry on their price cutting. 

Mr. SuerHAn. Of course, we have to look at the standpoint of the 
consumer—that sometimes, maybe as a congressional committee we 
shouldn’t object too much to price wars. Let’s presume that the side 
stations which are successful in Mr. Brown’s territory down there are 
building big stations and averaging 60,000 gallons per month. If 
they can efficiently and economically sell gas for two cents a gallon 
less, there is no reason to deprive the consumer of that saving if they 
can pass them on to them. 

Mr. Cuarretz. We agree to that, and in Mr. Miller’s statement you 
will recall he said we don’t quarrel with the private brand marketer. 
His ability to buy gasoline down the river in large barge quantities, 
his ability to eliminate the bulk plant operation and bring his gasoline 
to central locations, and have a big station doing 70,000 to 200,000 
gallons a month, he has a right to do it. It is a good thing for the 
consumer. All we feel is that we have to be competitive—to learn to 
be competitive with him. 

While you mentioned Mr. Site, I was interested in an interview of 
Mr. Site in the National Petroleum News. Here is Mr. Site, one of 
the private-brand operators in St. Louis—when he was asked who his 
principal competitors were, he insulted Standard. He didn’t even 
name us. 

Mr. Sueenan. As I see the picture here in Chicago, it seems to me— 
and I am not judging from this reasoning—that the competition is 
going to be these chain store operations, as it were, and the major oil 
companies are going to have to follow in line. 

Mr. Cuarrerz. That is it. 

Mr. SHeeHan. Which brings me to this viewpoint. You named the 
number of stations you have, 15,000. How many of those stations are 
actually company-owned stations under your operation ? 

Mr. Mitirr. About 3,400. 

Mr. Sueenan. The Chairman informs me he does have a breakdown 
of that, and maybe he can ask that that be put in the record at this 

int. 
ier: Roosevetr. If it is agreeable, it will be submitted as an exhibit 
for the record. 
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(The document above referred to is as follows.) 
Types of Standard Oil Co. stations in each State 


























| 
Company Privately Company 
owned serv- | owned serv- operated Sold on 
State ice stations | ice stations service supply Total 
leased to subleased to stations agreements 
dealers | dealers 
} 
5 a. aicaateea wad owas 79 | 233 | 1 115 428 
RS. oe Sd teat 305 | 575 4 45% 1, 337 
se 793 | 1, 226 16 568 2, 603 
AB ino ccsinn ys Ccunwendeeees 409 831 20 441 1, 701 
aks sti acsh thcamdawe sign 173 304 3 157 637 
Michigan | 611 987 24 715 2, 337 
Minnesota. -.-_-..--- ; ; 305 611 | 6 530 1, 452 
Missouri Sabb vedbstdeant 270 559 ll 340 1, 180 
EL hs aminennduy ceawwsenb 51 | BI Vevdiisiwmcads an nye 172 341 
Nebraska ; bd. aaa 130 | 206 2 7 408 
North Dakota._..-.-..-_-------- 69 | 220 1 329 619 
Oklahoma - schaes syle sia ati ean 1| FD déscsecvucteee 1 5 
South Dakota__._....-...------- 61 | 243 2 275 581 
Wins nccstddecnsseekiodad 312 730 6 799 1, 847 
We IS baiiinsad daar cniaees 33 Wee sideuentodeode 52 178 
DE sc ctiatituscegceuss 3, 602 6, 939 96 5,017 15, 654 


Mr. SHEEHAN. 
and lessees ? 

Mr. Roosrvett. The company owned service stations leased to deal- 
ers, 3,602. Privately owned service stations, subleased to dealers, 
6,939. Company operated service stations, 96. Then, sold on supply 
agreements—I suppose you would call those consignee stations ? 

Mr. Cuarretz. No, those are stations where a man owns his own 
station, doesn’t lease it from us. He simply buys under contract. 

Mr. Roosrvett. Those, 5,017 for a total of 15,654. 

Mr. SuerHan. In other words, one third of the stations you do busi- 
ness with are privately owned insofar as the man himself owns the 
location and the operation ? 

Mr. Cuarrerz. More than a third are privately owned. ‘Two-thirds 
of the lessee stations are privately owned and one-third are owned by 
the man himself. The company only owns a third of the stations that 
it leases. 

Mr. Roosrveir. What you are saying, you take a lease from some- 
body and in turn sublease to the dealer. 

Mr. Cuarrerz. That is right. 

Mr. Surenan. As you know from previous testimony, there has 
been a growth of these so-called commission stations due to the fact 
that they can, apparently, be more competitive. 

Has Standard any particular policy they are following on this new 
trend ? 

Mr. Mitxer. I would like to talk on that point. 
call lessee-consignee stations, 842 of them. 
96 company operated. 

Mr. SuHrenan. They are not on our chart. 

Mr. Roosrvert. Is this one a little different ? 

Mr. Mixer. I don’t know; it issupposed to be the same. 

The fact is this. In the first place, the operator has a lease on the 
station. The consignee arrangement is on gasoline only, and it be- 
comes a rider of the lease. 


Will you read off the total as of the company stations, 


We have what we 
As you note, we only have 
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The lessee has the right to cancel that consignee arrangement any 
time by giving us 30 days’ written notice, and retain his lease and 
continue to operate that as an independent lessee, if he cares to. 

Mr. Sueenan. In other words, he oe a double choice. 

Mr. Miter. Yes. He has a choice of operating as strictly a lessee, 
independent lessee, or as a lessee-consignee on gasoline alone. 

Mr. Roosrvett. However, isn’t it also true that the lease he holds 
has a cancellation clause so that you can give him a 30-day cancella- 
tion notice of that lease? Isn’t that true? 

Mr. Mitre. No, sir. 

’ Mr. Rocsevar. None of your leases have a 30-day cancellation 
clause ? 

Mr. Mixer. If you will let me explain that to you, our leases now, 
an ordinary operator’s lease, has a 10-day cancellation clause, 10 days 
prior to the end of the lease which is a notification that we will or 
we will not renew. We are changing that, by the way, for your infor- 
mation, to 60 days, instead of 10. 

Now, if the lessee-consignee is operating a service station, at the 
beginning of his lease, the first month of his lease he becomes a con- 
signee. He can cancel that lease, that consignee arrangement, by giv- 
ing us 30 days’ written notice and operate the last 10 months of his 
lease as a lessee, or if he’s got a 3-year lease, he can operate the last 
2 years as a lessee. 

Mr. Roosrevett. We are going to have testimony on that from one 
of the dealers, but the point I was to bring up, sD somebody has 
a consignee arrangement with you and a 1-year lease. It just takes 
one instance of where you wanted to keep that man on as consignee 
and then he got his 10-day notice or perhaps 60-day notice in the fu- 
ture, he is going to think he got it as a result of refusing to become a 
consignee. 

Mr. Mirier. That is not true, sir. That is not our policy at all. 
Now if that would happen, it would be a complete misunderstanding 
between our representative and the lessee because he has a choice. 

We have in our records evidence to show that in many of these divi- 
sions where we try to get the existing lessee to become a consignee, 
he has turned it down and he still has retained his lease. 

Now, I would like to say one thing more for the record. 

Mr. Roosevett. Let’s put it the other way around. Suppose you got 
him - be a consignee and he wants to go back to the other arrange- 
ment ¢ 

Mr. Miuirr. He has a 30-day cancellation privilege in the con- 
signee arrangement. 

Mr. Roosrvett. Suppose you don’t want him to go back, but, never- 
theless, he does go back. Are there any cases in the record where the 
lease was canceled ? 

Mr. Miter. No, sir; not to our knowledge, because that is a direct 
violation of our policy and instruction. 

Mr. Roosevett. If the committee brings it to your attention that it 
is so, I suppose you will rectify it. 

Mr. Mitier. We would like to know about it. I would like to say 
for the record I heard in Washington and Mr. Sheehan just said that 
we use those lessee-consignee stations to set the price. We do not. 
We have never in any company operation or lessee-consignee opera- 





~F we 


wwe we 


ee 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 37 


tion set a price that was lower or higher than the going retail price in 
the trading area of that particular service station. 

We are very careful to post prices at those lessee-consignee stations 
where the price is the same as the going price of other like service 
stations in that marketing area, and I am talking about major com- 
pany stations now and not private brands. 

Mr. Cuarrerz. May I supplement that by pointing out the Stand- 
ard Oil Co. does not use the consignee plan as a way of giving a 
dealer an allowance during the price war, or doesn’t use it as a device 
for influencing the retail price. 

Standard’s consignee plan is used solely for the purpose of re- 
ducing the capital requirements of the particular dealer. The Stand- 
ard Oil Co. pays out heavy expense that a dealer otherwise has to 
bear. It gives him less problems financially. That is the only pur- 
pose, and I might say the plan has been working very well. This 
is still experimental. It is only going on a year or more, and the 
consignees are very pleased with it. We are told that their gallonage 
has increased. 

Mr. Neus. On April 26 you sent a letter to the chairman of this 
committee in which you talked about a consignment operation and 
stated what you just said. 

Then in this letter you said Standard is experimenting in certain 
areas with a plan for suggesting competitive retail prices to dealers. 


This plan is intended— 
and I am quoting your letter— 


for use particularly in those areas where local and private brands have made 
and are making serious inroads, and where it is believed that the company 
could be helpful to its dealers in arriving at the retail prices which they must 
post in order to be competitive with the other local brand marketers. However, 
even where other retail prices are suggested, the dealer is completely free to 
sell at whatever prices he chooses. Every precaution is taken to make sure 
the dealer understands this. 

I want to ask you is this so-called suggested price plan in effect in 
consignment stations ? 

Mr. Cuarrerz. No. 

Mr. Nexus. Lessee stations ? 

Mr. Cuarrerz. Yes. It applies to all dealers in the whole area; 
this is an overall price we are talking about. Take the Twin Cities 
as I have indicated. All of our dealers who buy gasoline from the 
Standard Oil Co. in the Twin Cities buy on the basis of a discount 
below a suggested price. That is the way the Standard Oil price 
is set in that area. 

Mr. Nexus. How do you reconcile the suggested price put before 
a lessee and the alleged freedom he has to either accept it or reject it? 

Mr. Cuarretz. Because he is free to accept or reject it, and if you 
study as we did the situation in the Twin Cities, you will find as 
many as half of the dealers rejected it, and that is true everywhere. 
The same thing is true in St. Louis. I am told the dealers’ prices are 
actually all over the lot but enough of the dealers do choose to follow 
the suggested plan so the plan does have some effect and keeps the 
Standard Oil Co, products more competitive with the private brand 
marketer. 

Mr. Netiis. Your company has used the suggested retail price in 
advertising, has it not? 
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Mr. Cuarretz. I don’t believe so. 

Mr. Nexus. It seems to me yesterday, and I will produce it later, 
I saw a full page ad in which Standard Oil Company of Indiana 
states a retail price as 31.9 cents. 

Mr. Cuarretz. I think you are talking about some institutional 
advertising which talks about taxes and costs and other things and 
says an illustrative price, a price that might be in existence in a par- 
ticular community. That must be the price you are talking about. 

Mr. Nexus. I will produce that information later. 

Mr. Surenan. Mr. Miller, as I see the situation in Chicago, we do 
have a fairly sizable number of jobbers who do apparently take 
gasoline or oil up the Mississippi River on the barge system and pipe- 
lines and they are able to be in business either owning or controlling 
their own stations, or selling to independents, which, after all, is a 
source of competition to the major oil companies. 

In this particular area, are these oil jobbers, as such, a factor in 
the competitive situation, or are they just a small group? 

Mr. Miizer. They are very much a factor. They are generally 
business people who started out with small service stations and grew 
to be the size they are today. They have made their choice as to what 
supplier they wish to buy from on an independent basis. They operate 
service stations on which they have sales contracts, like this 5,000 
that we talked about of ours. They have leases; they own a few sta- 
tions of their own. 

They are very definitely a factor. In our marketing area we esti- 
mate that between a third and a half of the business is done by this 
type jobber that you refer to. 

Mr. SuHeenan. So they are substantial competition. 

Mr. Mitirr. And, of course, most of them or a lot of them are major 
oil jobbers, I must add. 

Mr. Sureenan. Now, you pointed out to Mr. Roosevelt as far as 
Standard Oil Co. goes, you do not sell your same brand of gasoline 
to independent jobbers so that they can start a price war or sell at 
any price. Is that right? 

Mr. Cuarrerz. That is absolutely true. 

Mr. Mitier. Just one moment. We don’t sell private-branded or 
off-brand jobbers. 

Mr. Surenan. Let me put the question this way. Do you sell the 
same gasoline you sell to a Standard station, who sells Standard gas, 
to a jobber or independent station that he can sell as any other gas? 

Mr. Mitier. We have two jobbers here in Chicago that market 
— our brand, that sell to their own service stations, independent 
of us. 

Mr. Surenan. But you, yourself, of Standard Oil does not sell to 
any unbranded stations? 

Mr. Mrtuer. That is right. 

Mr. SuHeenan. That is all. 

Mr. Brown. Mr. Miller, for about a year now, practically—well, 
a majority at least of the retailers and small businessmen that I have 
talked to have complained bitterly about the cost of doing business 
these days, how it has gone up in the past four or five years with this 
tremendous inflation, the tremendous problem of getting capital at 
a decent interest rate, how their margins have actually come down 
under competitive pressure while their costs have gone up, and they 
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have come to Washington in the last six months asking for tax help. 
They want permission to take some of their profits and plow it back 
into their business, and they seem to have all kinds of problems. 

I think you have given us one suggested answer that I can _ 
along to them, and that is to go find you a location someplace and get 
Standard Oil to loan you $1,500 and if you work at it a few years you 
will wind up with a half million. 

Now, I have never seen a picture, a problem as great as getting the 
truth in this oil-industry picture. It seems that the true picture 
depends on what glasses you are looking through. 

Now, I am saying this as a prelude to some questions I want to 
ask you, sir. 

The representatives of the home office tell us that people in the retail 
and wholesale distribution end of this business are just doing fine. 
They show surveys where you can sell fifteen or twenty thousand 
gallons of gasoline a month and make yourself eight or nine thousand 
dollars a year. 

The home office says, “We love our dealers; we want to protect them. 
They are the lifeblood of our business,” and then you get the dealers 
in and they start showing you surveys, not their own, but surveys 
made by independent accountants and they are in the record, which 
state that on the basis of some 150 stations surveyed at random that 
sales of 22,000 gallons of gasoline and a proportionate sale of related 
items have netted that dealer $450 a month average. 

Now, the home office tells us that price is no factor, that the way 
you sell gasoline today is through locations, service, and cleanliness 
and that the consumer scarcely looks on the pump for the price, and 
the dealers all agreed to that, and ~ you let an independent 
unbranded dealer move into an area and put in a multiple-pump sta- 
tion and start selling gas with banners and circus fanfare and every- 
thing at about 5 cents below the price of one of your franchised dealers, 
and the information that we have had, both you and the dealers will 
get together and figure a way to adjust yours even though you say that 
price is no factor in selling this gasoline. 

Now, honestly, I think it is the most confusing picture that I have 
ever seen. Now, you say on one page where your average dealer is 
selling 15,000 gallons of gasoline a month, 

On page 3 you say that the average earnings, take-home earnings is 
$8,402 a year. 

Now, can a man make $8,402 a year in these times of the cost of doing 
business selling 15,000 gallons of gasoline a month? 

Mr. Mitter. We have a lot of them that are. This is taken from 
144 of our dealers which is almost as big as the sample you are talking 
about. The 150 I am very familiar with. 

Mr. Brown. Do you think that other survey that we got is invalid? 

Mr. Miter. To a great degree, I do, yes, and so do our research 
nape who have had an opportunity to give it some study. 

Mr. Brown. Let me ask you if a man makes $8,402 a year selling 
gasoline at a service station, 15,000 gallons a month, that is his volume, 
how many hours a week would he have to work at it ? 

Mr. Mixter. That would depend entirely upon a lot of situations 
which I would like to try to describe to you. 

There are some dealers that figure their entire margin at a service 
station on the gallons of gasoline they sell. I have here, which I don’t 
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want to make any point out of, but it is available, what we call a 
balance selling chart, which indicates what some so-called experts in the 
business believe a man should make on cents per gallon, according to 
the sales of related items and services. 

Now, major company stations cannot survive, generally, upon gaso- 
line alone. He must sell related products. I am talking about tires, 
batteries, accesssories, repair work, service charges, such as battery 
charging, lubrication, motor oil and that sort of thing. 

These successful dealers that will be here tomorrow morning are 
men that are doing a balanced selling job. They are making, maybe 
60 percent, maybe 55 percent of their income out of gasoline. The 
rest of it will be made out of these related products and services. In 
other words, they give the customer when he comes in there what has 
been termed in the industry a “one-stop service.” 

You don’t have to buy your gasoline here, and then go over there 
to get your tires checked and someplace else to get your car lubricated. 

You are as right as you can be when you say these dealers have 
been complaining about their income. Last year we made a survey 
of our company-operated stations and then we made a survey of about 
24 dealers that would give us the figures, and they are very careful 
about that as any businessman is about passing his financial informa- 
tion around. 

We discovered—I have the figures in this book someplace, but these 
are approximate. We discovered in our training stations that our 
cost had gone up about 37 percent, our cost for labor, increased utility, 
and so forth. 

Our increase in labor charges, which we try to keep just like we do 
our gasoline prices, at the average of the trading area involved, had 
gone up only 27 percent, so we were losing 10 percent over and above 
our previous margin on every bit of service work we had been doing. 

We would go out to our 24 dealers and find almost exactly these 
identical figures. 

So we began to talk to our dealers about “Don’t you think you ought 
to look at your service charges?” Now, in the meantime, it used to be 
that we can take a spark plug out of a car and clean it and put it back 
for a nickel. On some models today you almost have to disassemble 
the car to get at the spark plugs. We found the average dealer was 
not charging time and labor charges for that sort of effort. He is 
bound to lose money. 

On a wash job he was charging a dollar, the same price he was 
charging 5 years ago. 

That is what our dealers’ advisory committee tells us we have to 
talk to our dealers about. A man in our kind of business today is 
not trying to make his entire living out of gasoline, and he can’t on 
a major company station. He’s got to keep his service charges up 
according to his increase in cost, and he’s got to push these related items 
in order—instead of making 6 cents a gallon, he makes 12 cents a gallon, 
if I make myself clear. 

Mr. Brown. Let me ask you on that point, where you found they 
were not charging sufficient service charges, were they able to increase 
the service charges and pass them along to the consumer? 

Mr. Mituer. Well, generally speaking, what we have done in that 
kind of a situation has been this. We tried this as an experimental 
thing in the Twin Cities area, trying to be very careful not to dictate to 
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them what their prices ought to be. So we asked them to survey their 
own group of dealers and find out what they thought they might be 
able to get. 

At the same time, we put this information that I have quoted to you 
here from memory about the increase in labor cost and increase in 
service charges in the hands of all trade papers. 

Mr. Brown. Were they able to charge it and get it? 

Mr. Mitier. Generally speaking, they have been. Now, these deal- 
ers that will be here tomorrow, you can ask them that question and they 
will tell you invariably yes, because it isn’t the amount of money that 
they charge, it is the way they take care of the customer that makes the 
charge palatable. 

Mr. Brown. Now, as a general statement, would you say that with 
the inflation that we have had, and the increases in the cost of doing 
business that every major company, not only in the petroleum industry, 
but other industries have been exploring new ways to cut out any un- 
necessary costs in the distribution field, any unnecessary costs. 

Now, is that a fair statement? 

Mr. Mittrr. I would say that is a masterpiece of understatement. 
That is constantly before us. 

Mr. Brown. Would you try to put on the dealers’ glasses for just a 
moment, sir. I think you try to sit on the other side of the table once 
in a while. 

Do you feel that this pressure to reduce the cost of distribution some- 
times in the last 4 or 5 years has posed a real problem for your dealers? 

Mr. Miter. From our standpoint, our study of costs as it pertains 
to ourselves has had no bearing on the dealers’ cost at all, and 

Mr. Brown. Just one moment. You said earlier, I believe, that you 
tried to increase when crude oil prices increased—you tried to sustain 
a 1-cent gallon price increase at the tank-wagon level. 

Mr. Mixer. That is right. 

Mr. Brown. But you couldn’t do it? 

Mr. Mitier. That is right. 

Mr. Brown. Somewhere along the line when you have increased the 
tank-wagon price, has the dealer not had trouble sustaining that price 
increase at the consumer level ? 

Mr. Miier. Well, I think that is right because that is one reason 
why we have had to reduce our prices. 

Mr. Brown. Well now, isn’t that what I am saying that this constant 
pressure of competition to buy things as economically as possible in 
these times of increased costs and all, hasn’t that posed some problems 
for your dealer? 

Mr. Miter. Yes, I think so, but I made the statement earlier, if 
you recall, I think to the chairman’s question that generally speaking 
in our area dealer gasoline margins have gone up. They have not 
raised, accordingly, their service charges, is the point I am trying to 
make. 

Mr. Brown. You also state on page 16 that these unbranded sta- 
tions primarily are able to sell at lower prices because they eliminate 
the wholesaler. 

Now, are you stating by that the wholesaler in the petroleum indus- 
try has no economic function to perform ? 

Mr. Miter. No,sir,lamnot. I definitely am not. 
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Mr. Brown. How many wholesalers were there handling your prod- 
ucts in the Chicago area 5 years ago? 

Mr. Mitxer. i far as gasoline is concerned, the same number we 
have today. 

Mr. Brown. In other words, you have always concentrated your 
wholesale distribution through company owned channels / 

Mr. Mitier. We are not a major factor in the jobber or whole- 
saler distribution of gasoline. 

Mr. Brown. In other words, are you saying that you feel that you 
can distribute gasoline and allied products for your retailers more 
economically through company-owned channels than you can through 
independent wholesalers ? 

Mr. Miter. I would rather say that that has been our choice. 

Mr. Brown. That has been your choice ? 

Mr. Miter. Yes. 

Mr. Brown. Now, at your last sales meeting, did you discuss, well, 
not the last one specifically, but in recent sales meetings, have you 
discussed this growth of the independent unbranded station and their 
share of the market that they are taking ? 

Mr. Mittrr. Yes, sir, at the last meeting, too. 

Mr. Brown. Has that not been a very vital concern of major oil 
companies in recent years ? 

Mr. Mutter. I think so. 

Mr. Brown. Do you feel that there is a basic conflict here that might 
be causing some of the price wars, the fact that you have consistently 
stated that price is such an unknown quantity in this business and 
that service is the thing, and that is what you built your business on ? 

Mr. Miter. Yes. 

Mr. Brown. Now you come along and you see an independent com- 
ing into the market, and getting a big share by working just the op- 

osite side of the street. Is that not a basic conflict that has posed a 
ot of problems for the industry ? 

Mr. Mitxer. Not any more than has been for the last 28 years— 
pardon me if I may complete my statement. I have never known a 
time in my experience as a sales person for this company, and I started 
as soon as I got out of college, when we never had as good a deal as 
somebody else had. 

Mr. Brown. But you haven’t had to have-— 

Mr. Mitter. My point is we have been able to get a higher price be- 
cause of the service we render and the quality of our products than 
most of our private brand competition, but today, maybe the people 
have changed, but the facts haven’t changed. 

We considered ourselves a very competitive market 25 years ago, just 
the same as we do today. We had different problems then than we 
have now. Competition, we hope, will always be with us because it 
just brings new problems, and every day we have got to solve a new 
problem. Now, we don’t look upon this problem as being unsolvable, 
as far as we are concerned: It is just a problem. 

Mr. Brown. Basically, isn’t there a lot of psychology to it ? 

For instance, you said price is a negligible factor in the way you 
sell gasoline and oil products. Yet, a man who is working the other 
side of the street, the price side comes along and complaints start 
coming in. Is it not a psychology factor where dealers stampede, and 
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the company starts reducing price, and then you have to get into 
these subsidies and rebates and things like that? Isn’t psychology 
not a factor? 

Mr. Miter. It has always been a factor. 

Mr. Brown. Is it a big factor ? 

Mr. Mitier. I think so, but I would like to make this statement to 
you. I said that price was not a factor. What I said was that in our 
urban consumer surveys where we contacted the consumer, we never 
can get a man to admit he buys gasoline at a certain place because 
of price. 

We believe there is a certain amount of pride in that, and we are 
attempting this year to go around about the mulberry bush in a way 
that we can determine whether or not price is a factor to him, but up 
to now this study indicates that price is not a factor. 

We know it is or these sao would not be doing the volume they 
are doing, but we cannot put our finger on it, as far as the consumer 
is concerned. 

Mr. Brown. Right at this point in the record, I want to point out 
that in Chicago, according to Mr. Miller’s statement, that the in- 
crease in the volume of unbranded operators has grown from 6.3 per- 
cent of the market to 1914 percent of the market since 1942. 

I am assuming from that that there was an increase in volume last 
year and the year before that in unbranded operations, and, yet, I 
believe Mr. Miller said to this committee that there hadn’t been a price 
war in Chicago in the last 2 years or so. 

Mr. Miter. I said since about 1951. 

Mr. Roosevet. If my colleague would yield for a minute, this is 
something I’m sure the committee will want to spend a little time on 
with you because to us it is incredible that there isn’t some fundamental 
reason why in 6 years there hasn’t been a price war in this area in 
spite of the fact that there has been an increase to this degree, as Mr. 
Brown just pointed out, in your competition from unbranded dealers, 
whereas in every other area we have been to, the complaint has been 
of almost continuous price wars. 

How do you keep them out of the area that we are in? 

Mr. Cuarretz. May I suggest a way to start that investigation. I 
suggest that you make a study of the number of times that a major 
private brand marketer in this area has reduced his price sharply over- 
night in an effort to get more volume. 

If you go back to 1951 and prior to that time, you will find there 
were times when one or another of the private brand marketers, while 
selling for 26, all of a sudden went to 19.9. There is a price war the 
day he starts selling 19.9. 

Mr. Rooseverr. Why in this area ? 

Mr. Cuarrerz. I suggest that you ask him. 

Mr. Roosrver. I am sure I will, but after all, you are an expert at 
it, too. Why in this area? What is your explanation of it? 

Mr. Brown. What is the secret of your success ¢ 

Mr. Roosrvetr. How have you been able to keep them from doing 
that ¢ 

Mr. Cuarrerz. I don’t think we have kept them from doing it at 
all. I think it is a matter of their own soln that they pursue on 
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their own. They do it in St. Louis, they do it in Kansas City, and 
they do it in the Twin Cities. 

Mr. Roosevect. If it is so successful here—if they can increase their 
gallonage here without a price war, why do they do it? 

Mr. Cuarrerz. This may be one answer. We are talking about 
major price wars now. You don’t understand that prices have been 
just uniformly stable here for 5 years. We are talking about a major 
price war and a disruption of the whole market. 

I think you will find this. I think this is probably the answer. I 
think the price cut is here. This is purely my own opinion and accept 
it as such. I think you will find the particular price cutters who are 
operating here, private brand people here, who are more mature. I 
think they have built up the situation where we have a public accept- 
ance of their product. They can get this volume by maintaining 
a relationship with major prices which results in satisfactory results 
to them, and they have to weigh that against the advantage of sharp 
cuts in price, and further upsurges in volume in order to get a bigger 
share of the market. 

I think it is what they do and not what the major companies do. 

Mr. Brown. That is exactly my point on the psychology matter. 
It has worked in Chicago where they don’t have to get into these dog- 
eat-dog disastrous price wars just because somebody starts in work- 
ing the price-side of the street. 

I feel this committee should know before this study is over why 
that same thing won’t work other places. 

Mr. Roosrvett. That is exactly the point the dealers make on the 
west coast. If you eliminated subsidies and eliminated the commis- 
sions, then the nonbrand guy wouldn’t have the price war because he 
would know he would never get the psychology of the cut, and there- 
fore, all the way down the line you would have a more stable condition. 

Mr. Cuarretz. Take Mr. Site who was mentioned a while ago. 
Today, Mr. Site is a very large and very successful operator. He has 
the finest stations; he has a very large volume. He undoubtedly has 
a tremendous quantity of capital involved in his business. It is my 
impression that Mr. Site will not be a price cutter in the future that 
he was a few years ago while he was building up to this level. Mr. 
Site was one of the worse price cutters in the area. He had a small 
dirty station. He was doing a terrific volume, keeping his cost down 
and building up this great volume. He has it now and he probably is 
not going to do as much in the future as he has in the past, but in the 
St. Louis area there are other people who are trying to emulate Mr. 
Site and I will say more power to them. This is America. If they 
can do it, that is good business from their point of view. 

We have just been fortunate, I think, for the time being in Chicago, 
and we should be grateful today that there haven’t been more of these 
people coming in here with a poree to take over a share of this mar- 
ket on the basis of that kind of operation. 

Chicago, I might say, is the only major area where Standard Oil 
Co. operates where that is true at the moment. I don’t know what the 
situation will be 6 months from now. 

Mr. Brown. Let me point out that if what Mr. Miller has told us, 
and it has been verified by countless representatives of the home 
office of major oil companies practically without exception, that if 
the important factors are location, service, cleanliness, credit cards 
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and so forth, the Standard Oil Co. shouldn’t be worried about any- 
body coming in and putting up circus signs, multiple pump operations 
and so forth where price is the appeal. 

Mr. Cuarrerz. ‘that is a very important factor. A large part of 
the business done by Standard is not at all affected by these private 
brand sales. 

Many of these independent refiners that the chairman and I were 
discussing a few moments ago, who supply the private brand mar- 
keters today have the most modern r efineries, brand new refineries, and 
some of them, I submit, were built during the war under Government 

certificates, but they are r ight up to date. 

They m: ike top quality products and they sell the product through 
the pipeline up the river. It is available to them. I think that is an 
important factor. I think that should interest your committee because 
here is an instance where these small refiners have been able to find a 
place for themselves in this market ; they are prosperous. 

I think if the situation were the other way, where only the major 
companies had the only source of supply, you would have a different 
kind of problem, a problem which your predecessor committee had a 
few years ago, but these itidiepeaialle refiners are doing very well 
today. 

Mr. Sueenan. Getting back to this price war, if my memory is 
right, didn’t they just conclude a price war down in Hammond 2 
years ago? 

Mr. Cuarrerz. There have been a number of price wars in Ham- 
mond. ‘There was one in South Bend. 

Mr. Sureenan. Have there been any price wars adjacent to the 
Chicago area since 1951? 

Mr. MiLier. Nothing serious. 

Mr. Cuarretz. There have been price wars in Decatur. Off hand 
I can’t think of any serious ones. 

Mr. Neuuis. Mr. Miller, I would like to get back to this suggested 
retail-price program. I think you referred to it in your testimony 
when you said that you inaugurated it in the Twin Cities area, known 
as the Twin City plan. 

Mr. Miuuer. I believe Mr. Chaffetz mentioned that. 

Mr. Neuts. I have here, and I trust you are on good terms with 
this association, a sworn statement by Adrian A. Brown, executive 
secretary, Retail Gasoline Dealers Association of Wisconsin. Mr. 
Brown is in the room and if necessary his testimony can be obtained. 

Let me tell you what he says about this suggested retail-price plan 
of yours when it went into effect in these “three cities—Chippewa 


Falls, Eau Claire, and La Crosse. I am quoting from his sworn 
statement to the committee. 


By far the greatest concern of service station operators in Wisconsin at 
this moment is the suggested pricing program inaugurated by the Standard 
Oil Company of Indiana, by which operators are deprived of a large percentage 
of their gross margins on gasoline. This company invaded Wisconsin with this 
program in September 1956. The plan has been referred to as the Twin Cities 
plan because it was put into effect in Minneapolis and St. Paul to effectuate the 
termination of a destructive price war at the retail level. The plan was hailed 
as one to be invoked to correct price disturbances in the area. Press reports 
would indicate that the plan was used elsewhere for that purpose. 


Then he goes on to say the first cities to experience the impact of 
the plan we re C hippewa Falls, Eau Claire, and LaCrosse. 
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Although the plan was used elsewhere to correct price disturbances, such was 
not the case since there was no price disturbances, insofar as the service- 
station operators were concerned, in either of these mentioned cities. 

When the plan was imposed upon the Standard lessees in LaCrosse, it created 
quite a furor because of the active local dealers organization in operation in 
this city. The plan hit this city like a bombshell. It was put over on the 
dealers in the following reported manner : 

Late in the afternoon— 


and I will give you the date, September 12, 1956— 


all the retailer dealers— 
your lessees and dealers in those areas— 


were advised that there was to be held an important dealers meeting at the 
bulk plant office at 7 o’clock the next morning. Nothing was divulged as to the 
purpose of this early morning meeting, but the dealers were advised to be there. 
When the dealers were assembled they were advised by an assistant manager 
that a new pricing program was being put into effect that day and that the plan 
would not be discussed at the meeting. All would receive a letter in the mails 
outlining the plan. It was revealed that there would be a press release published 
in the local daily paper that afternoon. The dealers were advised that the com- 
pany was abolishing the posting of a tank-wagon price at the bulk plant, but 
instead was “suggesting” a posted retail price from which a margin of 5.5 cents 
would be deducted to arrive at the dealer, or wholesale price. 


In your own letter to the chairman, you stated what I think is 
something basically inconsistent. 

Here is a company going out to suggest retail prices to lessees who 
are supposed to be independent businessmen, and at the same time 
denying any of those suggestions would result in their being accepted. 
Throughout the country where our hearings have been held, the major 
oil companies, as well as the independents who deal with lessees, have 
denied any suggestions of price to lessees. 

I think it is quite significant, Mr. Chairman, that one of the largest 
majors in the area here has a plan by which they suggest retail prices, 
and at the same time disclaim any attempt to make them stick. 

Mr. Cuarrerz. Who disclaimed that ? 

Mr. News. I think you do. 

Mr. Cuarretz. We disclaim coercion. We don’t suggest it just for 
the fun of it. 

Mr. Nexus. I’m sure you don’t suggest it for the fun of it. 

Let me read you what you said: 

However, even where retail prices are suggested, the dealer is completely free 
to sell at whatever price he chooses. 

Mr. Cuarrerz. That is as true as can be. 

Mr. Newus. Here is the ad to which I was referring. 

Mr. Cuarrerz. | wish you would read that sentence you had in 
mind in the record. I mean, the sentence from the ad that you say 
we refer to a price. 

Mr. Newiis. You read it, Mr. Chairman. You have it before you. 

Mr. Roosrvetr. I believe the question that relates to the illustration 
is question No. 3 which says: 

Are gasoline prices determined by— 

A. What refiners choose to charge; 
B. Competition. 


Then it goes on to No. 4: 


Do direct taxes on gasoline account for— 
A. Only 5 percent of the cost of gasoline itself ; 
B. 23 percent; 
C. 38 percent? 
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Then you have a chart which reads: 





Cents 

Red Grown :ansoline pet gellot.<2 ~~ nen oe ti eo lores eetindere 2340 
State @ascline TOK... 584 esha p nd mern easiness enna 5 

Gets een eee tiaunicionl taxes. (oo --- 4. pocchkeg on csaasesepertacncnatege So 
Federal gasoline tax... 2. 2. ne ene nit 3 

Total: Gaeé OF TALMO Li seh che ti oe nano sisligenplceieeobibess 31%0 


* Of course, it does not say that this is an illustrative thing. 

Mr. CuarFerz. I don’t think it says that this is the price of gasoline 
in Chicago today. I checked that ad myself very safely before it 
was approved. 

Mr. Nexus. Mr. Chaffetz, you would describe this as institutional 
advertising ¢ 

Mr. Cuarretz. It certainly was. That is exactly what it is. 

Mr. Netxis. And it was directed at whom ? 

Mr. Cuarrerz. I take that term from the advertising agency. 

Mr. Netuis. At whom was this ad directed ? 

Mr. Cuarrerz. To the public. 

Mr. Nexis. The public is an institution. 

Mr. Cuarretz. I see you know even less about it than I do. 

Mr. Neus. Mr. Chaffetz, let me ask you about this suggested retail 
price plan. 

Mr. Cuarretz. I think you will agree this was not a price ad. 

Mr. Netuis. Except there is a price stated of 31%, cents. I gather 
it is not a suggested retail price. 

Mr. CuHarretz. No. 

Mr. Neus. I want to ask you specifically so the committee will 
have the benefit of your knowledge. 

How is it that the policy of your company comes down to the sugges- 
tion of a retail price to an independent lessee ? 

Mr. Cuarretz. I will be glad to tell you that, and I don’t mind 
telling you it took a lot of study before we came upon that policy. 

I will tell you it is a serious matter for Standard Oil to have a 
policy of sugesting prices to its lessee. We went into that policy be- 
‘auuse—or cautiously—it is still experimental and we may not pursue 
it further. 

Now, in the Twin Cities, if you made a survey in the fall of 1955, 
you would have found prices very low, way over the lot, a wide range 
of prices, and you had more different types of private brand marketers 
there than any place else in our area. 

The prices ranged from, oh, there was a 10-cent difference in price— 
we are talking about the private brand only; we are talking about top 
price and low price. 

Our individual dealers have to set a price up there. How can an 
individual dealer doit? Icantell you. I know the effort that Stand- 
ard Oil sales division up there went through before it came upon what 
it thought was the price that ought to be made on Standard oil and 
gas to be competitive with that wide range of prices. 

An individual dealer can’t doit. Asa result of that, you had dealers 
who just posted a price and were losing a tremendous volume and 
didn’t know why. It takes the resources of this company to make 
that determination. That was our aim. 

Initially, it was intended to be applied experimentally only in the 
Twin Cities. It worked very well. Beyond that, we lawyers were 
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able to satisfy ourselves that the law was not being violated, that there 
was no control over the price; that the price was purely a suggestion 
and the dealers understood it as such. That was important to us. 

Mr. Neus. What is this magical quality ? 

Mr. Cuarretz. The magical quality was that our judgment as to the 
competitive price of Standard oil and gasoline versus this wide range 
of private brands in these areas is better than the individual judgment 
of individual dealers and it is up to him whether he accepts that judg- 
ment. 

As I said, there are dealers up there who say we know our situation 
better. Weare located next to the country club and we are not affected. 
We can get 2 or 3 cents more for our gasoline and we do. 

There are dealers who look directly across the street from one of 
these price cutters and other price cutters in the immediate vicinity. 
They are the ones who have the problem. They are the ones who are 
more likely to try out our advice. 

Mr. Nexus. What was the purpose of introducing this plan in Eau 
Claire where Mr. Brown says under oath there was no problem about 

rice? 
. Mr. Cuarrerz. Let me say and very candidly that Mr. Brown is 
probably the most extreme example—— 

Mr. Netuts May I interrupt. Mr. Chairman, I don’t think this is 
proper testimony. I merely stated Mr. Brown made the statement 
under oath. I think Mr. Chaffetz has an opportunity to refute it, but 
not to characterize Mr. Brown. 

Mr. Cuarretz. Is that the ruling? 

Mr. Rooseverr. The Chair will rule whatever you feel you want to 
say, go ahead and say it. 

Mr. Cuarrerz. I think it is only fair to say in view of other things, 
T think he is the more extreme example of the type of dealer associa- 
tion executive that Mr. Miller was referring to in his statement. 

The fact that he is opposed to anything that Standard Oil Co. does 
not carry much weight, and I invite you to go to the legislative com- 
mittees before the State of Wisconsin, the attorney general’s office, and 
you will know what I am talking about. 

He has made a profession, and I think a living, probably, a very 
modest living, of that kind of thing, making these affidavits and mak- 
ing these statements. It is all hearsay. 

He is telling you what took place at these dealers’ meetings. He 
wasn’t there, and what he says took place didn’t take place. I have 
talked to the people who were at the meeting and I know what did take 
place, and I know what they were told to carry out at that meeting. 

Mr. Netuis. Let me ask you whether or not it is a fact that there 
were no price disturbances in these three Wisconsin cities at that time ? 

Mr. Cuarrerz. It depends on what you mean by price disturbances. 
There wasn’t the type of disastrous price that St. Paul had had; 
there were serious price problems or this plan would not have been 
initiated in those cities. They were discussed with the dealers and the 
dealers agreed that they were serious price problems. 

Mr. Rooseverr. What you were trying to say, your dealers were 
losing what you considered to be their fair share of the market? 

Mr. Cuarretz. And we were worried about the trend. 

Mr. Nexus. Did they ask for the suggested retail price ? 
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Mr. Cuarretz. No; they didn’t know anything about it. It was 
brought up and discussed with them and they were told it was avail- 
able. 

Mr. Netuis. Is there a suggested retail price plan in effect in South 
Bend now ? 

Mr. Cuarrerz. I don’t believe there is in South Bend. I might say 
that there is a lot of discretion in local division management. Stand- 
ard Oil Co. has 20 divisions. The division managers are fully fa- 
miliar with this plan, as to a matter of judgment, as to whether it 
should be tried out in any particular locality. 

Mr. Roosrevetr. Mr, Miller, I have just one more question and 
then we will take a recess for lunch. I think you have been very 
patient, and we appreciate the long time you have been here. In re- 
lation to the TBA, we understand that you, along with others at 
Standard Oil, as you well put it, push your Atlas products. As far 
as you know, have there been any complaints in your dealer meet- 
ings about undue pressure from your supervisors in various years? 

Mr. Miter. At our dealer advisory council meetings for the last 
4 years, there have been no complaints at all except for one thing, 
and that is that we ought to add some products to our line that 
we don’t now have. That is the only complaint we have had. 

Mr. Roosrveir. Now, therefore, the thing that bothers me is: Sup- 
pose tomorrow, or later today, some dealers come forward with com- 
plaints along that line. What would your answer be as to the rea- 
sons for such complaints not having reached you through these dealer 
councils? 

Mr. Mixer. I don’t think they would be real serious, or they would 
have been. I don’t think they are based upon fact or they would 
have been called to our attention by these nine people at one of these 
meetings. Now, it wouldn’t be the same nine. We have rotated the 
membership there regularly; so, therefore, I am sure if there was 
any serious complaint, we would have had it by now. 

Mr. Roosrverr. On the other hand, waht you also agree, if any 
one of these seems to stand up, that it would be well to go back 
into the machinery to find out why they don’t get to you? 

Mr. Mixer. We investigate those kinds of complaints most thor- 
oughly and immediately upon receipt at all times. You see, we have 
no contract on TBA. We don’t even have a purchase contract. We 
write him a letter which is a statement of policy which says you may 
buy from us according to the pricelist which we send to you once a 
month. There is no contract, no minimum, and no maximum at 
ali. 

Mr. Roosevert. Do you have any arrangement whereby your local 
salesman has a quota that he must fulfill in his area ? 

Mr. Mixer. Certainly, and so does your industrial salesman who 
calls on General Motors and Ford and International Harvester. 

Mr. Roosrvetr. Do you mean to tell me when your representa- 
tive is given a quota that you don’t think he has some pressure on 
him to see to it that he meets that quota through a sale to your 
dealers ? 

Mr. Mitzer. The same as any other salesman has calling on any 
other type of account, be he a service station dealer, a garage account, 
or Marshall Field, or anybody else. 
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Mr. Roosevett. Is he a separate individual from the same person 
who supervises the station operator and other matters ? 

Mr. Miuuer. If I understand your question correctly, we have one 
man that calls on a single dealer that is responsible to us for all the 
operations at that one service station. 

Mr. Roosrvett. So he’s also the TBA dealer as well as the super- 
visor of the station ? 

Mr. Mitier. Well, we don’t consider our men supervisors. In fact, 
according to the National Labor Relations Board, we can’t call our 
retail division managers supervisors. They are independent people. 
They can’t supervise an independent businessman. 

r. Roosevett. Your employee who is the person who decides, for 
instance, whether he will suggest a price to this individual, or is a 
person assigned to do it who eee. inspects the station for cleanli- 
ness or other things, whether he is the same person who has a quota 
to sell TBA products? 

Mr. Miter. He has a quota on motor oil. 

Mr. Roosrvetr. Do you honestly mean to tell me you don’t think 
that a person with that degree of responsibility is in a position to 
say that he doesn’t exert some pressure on this independent business- 
man to sell, to accept the quota that he wants to give him of Atlas 
products? 

Mr. Miter. Not any more than our salesman has pressure on him 
or contractor to buy his product for us. Every one of our sales 
representatives has a quota, a sales quota or goal to shoot at. 

If we would lose a piece of business from International Harvester, 
we would be out there to find out why we lost it. 

Mr. Roosrvett. You would fire the fellow who didn’t keep up the 

uota ? 
, Mr. Mixer. We can’t cancel a lease because the man don’t buy 
from us. 

Mr. Roosrvert. You don’t have to renew it. 

Mr. Mixer. Well, we would be glad to know of any instances 
where that was the case, because that is very definitely against our 

olicy. 

. Mr. Cuarretz. May I add a word? I made tours of some of these 
stations from time to time with the local division manager, and this 
bears on what you have in mind. The local division managers know 
these station operators by their first name; they know all of them. 
They have direct contact with the dealer. This isn’t a situation where 
the dealer is cut off from the rest of the organization because he deals 
with a salesman. The division man, and assistant division manager, 
plus the salesman, are in touch with these dealers. The dealers can 
talk with them and know them. 

Mr. Roosevet. In theory, that is fine; but, look, it takes one in- 
stance of a case in which a man resisted selling his Atlas product, and 
in that one instance his lease was not renewed. Everybody in that 
area knows about it, and it is a stupid fellow who doesn’t learn the 
lesson right then and there. 

Mr. Cuarrerz. That has been told time and time again. I don’t 
believe it happens. 
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Mr. Roosrvetr. We have one here which will be put in the record, 
and then you can judge for yourself whether this is a valid one or not. 

Mr. Cuarrerz. In every instance that I have known of where that 
kind of charge is made, you will find there was some other kind of 
problem that the dealer had—where he says, “I was afraid of my sup- 
plier canceling me out.” We have examined a number of those cases, 
and I can’t recall a single instance yet where we weren’t ready to come 
forward and say, “Yes, we are wrong,” and let me say up to now we 
never had to admit it. There has always been a story behind it, and 
there is a reason for it. Dealers are hard to find. You don’t kick a 
dealer around, period. 

Let me say this to Mr. Nellis. With reference to the Brown situa- 
tion, I have a note which says that the matter was investigated. Mr. 
Brown made the complaint to the assistant attorney general of the 
State of Wisconsin. We talked with the assistant attorney general 
and we gave him the names of all of our dealers in that area. We 
asked him to go and talk directly to our dealers. This was some time 
ago. We have heard nothing from the State of Wisconsin about it. 

Mr. Neus. Will you please furnish to the committee the names of 
any supervisors or district managers down the line who have been 
reprimanded, or reduced in rank or fired, in the last 5 years for not 
following the policy of Mr. Miller in this connection ? 

Mr. Cuarretz. If we did that in 1955, we will be glad to investigate 
the record and do that again. 

Mr. Netuis. I would appreciate that. 


VIOLATIONS OF COMPANY POLicy 


You asked that the subcommittee be furnished names of supervisors or others 
reprimanded or disciplined in the last 5 years for violations of company policy 
with respect to relations with dealers. We have written each of our 23 sales 
divisions requesting this information. As yet we have not received answers but 
should do so shortly. This information will be sent to you as received. 

During the 1955 hearings you made a similar request and Mr. James W. Ross 
of this company furnished you with six instances in his letter of July 12, 1955. 
Consequently, we have asked our division managers to furnish information re- 
garding instances since that time. 


STANDARD Or Co. (INDIANA), 
Chicago, IUl., May $1, 1957. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, House Small Business Committee, 
Washington, D. C. 


DeaR Mr. RoosEvett: When I sent you, with my letter of May 27, 1957, the 
material which your subcommittee had requested that we furnish, we had not 
yet received replies from our divisions regarding instances in which complaints 
had been made that our salesmen had violated company policy with respect to 
relations with dealers. We have now had replies from 20 of our 23 sales divisions. 
Rather than waiting for the other three, I am sending you the information with 
respect to those which we have received. 

There have been only 3 instances since July 1955 in which any complaints 
have been received by our division offices concerning the activities of salesmen. 
Each of these was immediately acted upon by the division office. The informa- 
tion received is summarized below. 


GREEN BAY, WIS., DIVISION 


On April 24, 1957, Mr. R. L. Coates, manager of Standard Oil Co.’s Green Bay 
division, received a letter from a dealer complaining that his salesman had 
“ordered” him to attend a dealer meeting. The dealer said that his relations 
with Standard had always been amiable and he wished them to continue so but 
he felt that the salesman’s manner was improper. 
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Mr. R. L. Coates acknowledged receipt of the dealer’s letter and sent a copy 
of his acknowledgment to Mr. M. B. Pierce, assistant manager, reseller, with a 
note stating, “very important that this instance not be allowed to pass without 
action on your part with salesman involved—you should also bring to attention 
of all salesmen to avoid a recurrence.” Mr. Pierce discussed the matter with 
the salesman and with the salesman’s supervisor. The salesman apologized 
and admitted that he had lost patience with the dealer when the dealer had re- 
fused to attend the meeting. Mr. Pierce told the salesman that we would not 
tolerate the use of dictatorial methods with our customers. The salesman as- 
sured Mr. Pierce that such an incident would not happen again. 

Following the interview with Mr. Pierce, the salesman with his supervisor 
called on the dealer. They discussed the matter at length, and the salesman 
and dealer made up their differences. 


MILWAUKEE DIVISION 


In May 1956 a dealer in Fond du Lac, Wis., complained by letter that his sales- 
man had acted improperly in attempting to persuade the dealer that his margin 
was out of line with competitive conditions in the area. Upon receipt of the let- 
ter Mr. A. K. Smith, manager of our Milwaukee division, and Mr. FE. E. Leslie, 
assistant manager, reseller, called the salesman into the office and confronted 
him with the dealer’s charges. Although the salesman denied exerting any 
pressure on the dealer, the company’s policy in connection with dealer relations 
was restated to the salesman and he was instructed to comply with it in all 
future relations with his dealers in spirit as well as in fact. 

Mr. Smith and Mr. Leslie then drove to Fond du Lac and called upon the 
dealer. The dealer stated that the letter had been written in a moment of anger 
and that it overstated the occurrence. Since the time of the visit Mr. Smith 
informs us that the company’s relations with the dealer and the dealer’s rela- 
tions with the salesman have been excellent. 


DETROIT DIVISION 


In October 1955 Mr. A. W. Fraser, manager of the eastern regional office of 
Standard Oil Co., wrote a letter to Mr. F. J. Swindell, manager of the Detroit 
division. He told Mr. Swindell that he had stopped recently in two Standard 
Oil stations, both in the territory covered by a particular salesman. The dealers 
at these stations had complained to Mr. Fraser concerning their salesman, ex- 
pressing the feeling that he was overbearing, indifferent to their welfare, and un- 
pleasant to deal with. Mr. Fraser stated in his letter, “I am very much con- 
cerned that if this is true, much of the overall effort to secure favorable dealer 
attitude is being dissipated through actions of this type of representative. 

“T would suggest a personal survey in this matter be instituted by the assist- 
ant manager, reseller, to develop the accuracy of these reports and to take such 
corrective measures as are necessary to secure attitudes which are compatible 
with our overall program. 

Pursuant to Mr. Fraser’s request, a survey was made of the 26 stations in the 
salesman’s territory. All but three of the dealers in the territory were satisfied 
with the salesman, feeling that he had been of great assistance in better mer- 
chandising efforts, product information and solicitation of additional customer 
business. They expressed the opinion that they considered him to be a hard- 
working, enthusiastic salesman, working in the interest of both the dealers and 
the company. 

One dealer, however, did complain of the salesman’s attitude. This par- 
ticular dealer had been attempting to purchase his service station. The com- 
pany had declined his offer on the basis that the account was of such low volume 
that it should not be sold to a dealer for continued operation. A second dealer 
complained that the salesman had attempted, unsuccessfully, to discourage him 
from installing Benzol gasoline. The salesman had also recommended that this 
dealer not be approved for a credit card in view of his shaky financial position. 
The third dealer to complain regarding the salesman disagreed with the sales- 
man’s position that the dealer was doing an inadequate tire business. 

In view of the fact that only 3 dealers out of 26 were dissatisfied with the 
salesman and the fact that the particular sales territory is not an easy one to 
serve, since it is located in the heavily industrialized near-east side of Detroit, 
comprised of dealers of a variety of origins, it was considered that the salesman 
had on the whole been doing a good job. The salesman was called in and giveu 
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credit for improving his relations with the dealers in the area. He was cau- 
tioned, however, that he should continue to operate in such a manner as to fur- 
ther improve those relations. 

If the information received from the three remaining divisions to report in- 
dicates the existence of any complaints in those divisions, I will inform you. 

We are pleased that the results of our survey demonstrate that our policies 
are being observed throughout all levels of our organization. 

Yours truly, 
WiLtiaM H. MITier. 

Mr. Roosevevt. We want to thank both of you gentlemen. The 
committee will now recess until 2 o’clock. 

(Whereupon, at 12:45 o’clock, Tuesday, April 30, 1957, the sub- 
committee recessed, to reconvene at 2 p. m., the same day.) 


AFTERNOON SESSION 


Mr. Roosrve.r. The committee will please come to order. 

The committee at this time will hear from William P. Edwards, a 
dealer, I believe, for the Phillips Petroleum Co., in Terre Haute, Ind., 
who will not be able to be present with us at a later time and in order 
to accommodate him we will let Mr. Edwards proceed at this time. 

Will you please raise your right hand? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Epwarps. I do. 

Mr. Roosrvetr. Proceed. But first give your name, and address to 
the reporter, please. 

Mr. Epwarps. William E. Edwards, 2131 Wabash, Terre Haute, 
Ind. 


TESTIMONY OF WILLIAM E. EDWARDS, TERRE HAUTE, IND. 


Mr. Epwarps. I lease a service station from the Phillips Petroleum 
Co., at 2131 Wabash, Terre Haute, Ind., at the present. Shell Oil Co. 
and Phillips Petroleum Co. guarantee a margin to lessee dealers re- 
gardless of how low the price gets. That is in a price war. 

From 1947 to 1954 I was the Shell district sales representative in 
Terre Haute. During that period I handled eight Shell dealer check- 
outs. In most cases the dealers took a great loss upon leaving. Often 
they were not given a fair price for their inventory. When the dealer 
signs a release he has no say about the price to be paid him for 
inventory or equipment. Usually the dealer does not understand 
that at the time of signing. One of the dealers I checked out was 
Bruno Garzolini at 17th and Poplar, Terre Haute. Another was 
James Bardle at 9th and Lafayette. Bardle was asked to leave his 
station for not following company policy on cleanliness and not mak- 
ing enough progress with his station. It is my opinion that the real 
reason was personal. The incoming dealer in that case was unable to 
buy all of Bardle’s equipment and Shell would not take it off his 
hands after forcing him to leave the business. He had no further use 
for it himself so took a big loss on it. 
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From 1954 to 1956 I operated as manager of a Shell commission 
station at 22d and Wabash, Terre Haute, Ind. I operated this sta- 
tion on a commission basis for gasoline only but not for other prod- 
ucts. During that period the ts gain for gasoline was from 18,000 
gallons a month to an average of 40,000 gallons per month. At the 
peak I sold 62,000 gallons a month. Shell still insisted that that 
location could do more business. But in 1955 my advertising bill was 
$2,700. In 1956, Shell instituted a new aye of going 50-50 on ad- 
vertising costs with dealers. But between January 1 and June 12, 
1956, I spent $800 for advertising. I received nothing from Shell to 
meet that. 

During the period of my dealership for Shell, I operated on a 24- 
hour basis at the demand of the company. During 3 months of the 
year only I broke even on the night shift but during the remaining 
9 months of the year I lost money on account of it. I wanted to dis- 
continue 24-hour operation but was threatened by Robert Murray, 
Shell sales representative, to the effect that I would be evicted if I 
did not continue 24-hour operation. 

The Shell Co. forces dealers to handle Goodyear tires and batteries, 
even though in my station, for example, I was not on a commission 
basis for TBA. Shell threatens lease cancellation if you handle any 
other line. They receive a 10 percent commission from Goodyear 
on all sales of Goodyear products. But the dealer pays local adver- 
tising from TBA. 

Shell leases are cancelable by either party, but most contain also 
a stop-delivery clause upon 10 days notice by the company. 

Prices at my Shell station were set by Mr. Murray, Shell sales 
representative, at 1 cent below other Shell and major-company sta- 
tions in Terre Haute. I wanted to raise the price 1 cent to be in line 
with the other dealers. Murray said no. My margin was set at 3 
cents. During a long price war which began in August 1955 until 
March 1957 when the price went below 27 cents on regular gasoline, 
my margin was reduced to 214 cents a gallon. 

On June 15, 1956, I was given a 3-day eviction notice, and only be- 
cause I forced the Shell representative to tell me was there any notice 
at all. Mr. Murray was the representative who notified me, not in 
writing but verbally. No reason was given at all and I still have not 
seen a reason for eviction to this day. The consignment lease called 
for only 24 hours’ notice and I had signed this initially because of 
my trust in Shell Oil Co. About 3 days prior to the oral notice by 
Mr. Murray, Mr. Mobley, a Marathon district representative, asked 
me to take over one of his stations. He said he knew of my replace- 
ment who was being trained to take over my station but I did not 
believe him since I had heard nothing of it at the time. Actually my 
replacements was in the dealer training program 6 weeks before my 
eviction. 

When I was evicted, Shell consigned my equipment to the incom- 
ing dealer, Roy Jenkins, without my consent. Since I had the legal 
right to hold the station for 6 months until the eviction was filed T 
intended to do that unless a fair settlement was made for equipment 
and inventory. I had paid the new price for equipment when I 
started in the station. At time of checkout, Shell deducted 20 per- 
cent without asking me. 
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A dispute followed and it was only’ after threatening to call the 
police that I was able to make a settlement with Shell.. I lost $1,800 
on inventory at that time. As a result of the dispute over the settle- 
ment and the anguish caused to me and my wife, Marjory Edwards, 
who had worked as a partner with me in the business and done all 
the bookkeeping, she was caused a nervous breakdown which would 
not have otherwise occurred. 

The incoming Shell dealer, besides getting his equipment at a lower 
price, was given a half-cent-a-gallon margin by Shell for carrying the 
stamp plan which I had never received. 

After my eviction, I went to work for Phillips on June 20, 1956, one 
block away from the Shell station. Six weeks later, Shell asked me 
to return to them and work at a different location. I refused this 
offer. Later they offered me a farm distributorship. But I was not 
ever given a reason for my eviction from the Shell station. 

This is all true to the best of my knowledge and belief. 

Mr. Roosrvetr. Thank you, Mr. Edwards. 

I have just a few very brief questions I would like to put to you. 

What is the margin guaranteed to the Petroleum and Shell lessee 
dealers ¢ 

Mr. Epwarps. It is guaranteed 4144 down to a certain point and 
then it is guaranteed to 4 cents no matter how low the price goes, 

Mr. Roosrve.t. Is this in writing or verbal agreement ? 

Mr. Epwarps. Well, they deducted off of our tickets when you buy 
gasoline. 
~ Mr. Roosrverr. In other words, it is a practice rather than a written 
agreement. 

Mr. Epwarps. It is a practice. Then, with the Phillips Co. I might 
add, we send in a pink slip, we also have to sign every ticket, and I 
work under jobber operations now, and the jobber gets his kickback 
due tothe gas war. 

Mr. Roosrvett. Now, you mentioned the names of Bruno Garzolini 
and James Bardle and you state James Bardle was asked to leave 
the station for not having a clean station. You checked him out, 

Mr. Epwarps. Yes, sir. 

Mr. Roosrvevr. In your opinion, the station was clean ? 

Mr. Epwarps. No, the station was not exactly a clean station, but 
I think that if they would have gone along with the boy, he would 
have made him a good dealer, but they didn’t think so, so they asked 
me to check him out, which I might add, the merchandise representa- 
tive who helped me on the check-out almost came to blows with James 
Bardle over the check-out when he had to take all stuff with him like 
battery chargers, coke box, hand tools, tire changers and all that sort 
of thing. 

Mr. Roosrveir. However, the point is you couldn’t say to your 
knowledge the reason given by the company for canceling his lease 
was not a reasonable one? 

Mr. Epwarps. I don’t think it was, no. I don’t think they went all 
out, as I would say, to help the man progress. I think we worked 
with him about three months, and then they gave me definite orders 
to move him. 
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Mr. Roosrvetr. You stated: 


The Shell Co. forces dealers to handle Goodyear tires and batteries, even though 
in my station, for example, I was not on a commission basis for TBA. Shell 
threatens lease cancellation if you handle any other line. 

Mr. Epwarps. That is right. 

Mr. Roosevett. Do you know of any specific instances of that? 

Let me first ask, were you ever threatened ? 

Mr. Epwarps. Oh, yes, sure, I was threatened as a representative. 

Mr. Roosrvett. By whom ¢ 

Mr. Epwarps. Let’s get this straight. At the Shell station I oper- 
ated I am getting mixed up between representative duties and my sta- 
tion duties. At the station I handled, I was a Shell man through and 
through. I mean, I sold, talked, and slept it and I went along with 
the policy to the letter. I didn’t handle any other lines. They didn’t 
force me there because I didn’t handle any other lines, but as a repre- 
sentative, when I called on stations, if they had Delco batteries, and 
Armstrong tires, or any other allied line like that, my orders were to 
get them out. 

Mr. Roosrvert. Who gave you the orders? 

Mr. Epwarps. The staff. 

Mr. Roosrve.t. Who, in the staff? 

Mr. Epwarps. Al Pavey, for one. That was the district manager. 
That is Shell I am talking about. 

Of course, at that time, he was supervised by Barney Heinz and 
Roy Muller, who was division manager of the Indianapolis division. 
I mean, it works down—they hand out the orders just like in the 
Army—boom, boom, boom. 

Mr. Roosrveitt. However, you can’t testify beyond the fact that 
Mr. Pavey gave you orders ? 

Mr. Epwarps. Correct. 

Mr. Roosrverr. You stated in referring to the price war where “the 
Shell station prices at my Shell station were set by Mr. Murray,” and 
then you say you wanted to raise the price 1 cent to be in line with the 
other dealers. In your opinion, who instigated the price wars that you 
referred to here? 

Mr. Epwarps. In my opinion, I would say that at times the price 
was knocked down due to the cut rate and at other times due to major 
oil companies. 

You take Sunoco. When they came into Terre Haute, the first thing 
they do is drop the price down with the cut rates. 

This happened in the north end of town there and then it start 
spreading all over town like a fire, and the first thing you know every- 
body is down, and we don’t have any good dealer organization down 
there to help fight this thing. You know what I mean. 

Mr. Roosevetr. Mr. Edwards, lastly, I assume that the offers to you 
to go to work at a different location, would you consider the new loca- 
tion as good as the one you previously had ? 

Mr. Epwarps. Definitely not. They were going to put me on a 
corner with two one-way streets. All on were trying to do is get me 
off Wabash Avenue. ee 

Mr. Roosevett. To eliminate you as competition ¢ 

Mr. Epwarps. That is right. 

Mr. Roosevett. However, is it fair to say you must have had some 
value or this wouldn’t have happened? In other words, you are not 
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one of these ineffective businessmen that were referred to in the testi- 
mony this morning. 

Mr. Epwarps. That is right, and I will tell you something else. 
The reason that I quit Shell and took over a station is because I got 
saddle sores from the district manager riding me all the time. 

We were going on a tour of 15 or 20 stations and I couldn’t say 
one word. He talked continually from the time we left home. 

Mr. Roosrverr. Are you making any money in the station where 
you are now ¢ ; 

Mr. Epwarps. Yes, sir; but I also handle fuel oil and I sell cars. 
I can’t make it today on gasoline the way the setup is. 

You take a 15,000-gallon unit and your margin of profit is $450; 
why, you can’t even hire one man for that. You can’t have a pay- 
roll, overhead. I work on an average of 90 hours a week to pick up 
for an extra man. 

Mr. Roosrevetr. Do you think from your experience that the aver- 
age individual selling ten to twenty thousand gallons a month can 
make a living ? 

Mr. Epwarps. He cannot survive in small business selling gasoline 
only. 

Mr. Rooseverr. When you worked for Shell, I understood your 
testimony that they insisted you stay open 24 hours; is that correct.? 

Mr. Epwarps. That is correct. 

Mr. Rooseverr. That was in the consignment agreement; is that 
correct ¢ 

Mr. Epwarps. Yes, sir. 

Mr. Roosrvett. When you couldn’t make money on that basis, was 
there any effort made to take care of your loses in the 9 months when 
you were not making money ¢ 

Mr. Epwarps. None whatsoever. In fact, I took it on my own of 
January of 1955 and I closed it after I talked to the division manager 
and told hum—I laid the figures in front of him that I would have to 
vet out of business if they didn’t take it off. 

Well, he said nobody has ever discussed this with me and I already 
told you no—the district manager—so he just happened to be going 
to Evansville and he jumped on the district manager and called me 
back and said to close it. Well, Shell held it against me from then 
on as a businessman. 

March 1 they come around requiring, you know, to open the station 
back 24 hours so Murray theatens me. He said put it back on 24 or 
out you go. 

Mr. Roosrvett. Now, the name of the individual escapes me who 
replaced you in that station. 

Mr. Epwarps. Who is there now, you mean? 

Mr. Rooseverr. Yes. 

Mr. Epwarps. Roy Jenkins. 

Mr. Roosevetr. Is he making money in that location ? 

__ Mr. Epwarps. He'll do just like I did. He will survive for a while. 
Then he will have to go to doing something on the side to stay there. 
Mr. Roosevett. Thank you. 
Mr. Sueenan. Mr. Edwards, as I understand your situation, you 


did work for the Shell Oil Co. when you were checking these various 
stations 4 
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Mr. Epwarps. Yes; I was with them 9 years. 

Mr. Sueenan. Well, didn’t you, in those 9 years, in making the 
rounds of these various stations have to make recommendations at 
times about the various stations you were servicing ? 

Mr. Epwarps. Yes, and I did, and I stood up for the dealer and 
that is what they didn’t like. 

Mr. SueenHan. You told Mr. Roosevelt that this particular gentle- 
man whom you checked was not operating too clean a station as I re- 
member your testimony. How did you report on that gentleman ? 

Mr. Epwarps. I reported as I had seen it. 

Mr. SueeHan. How did you see it? 

Mr. Epwarps. It was—the station could have been cleaner. 

Mr. SueeHan. In other words, then you reported to your home 
office that he was not conducting a properly run station ? 

Mr. Epwarps. That is right. 

Mr. SHEEHAN. Did you ever take it up with the gentleman and tell 
him what his faults were? 

Mr. Epwarps. Yes, sir. 

Mr. SHeeHan. What did he do about it? 

Mr. Epwarps. Well, he would try for maybe 30 days and things 
would be looking better and then the first thing you know he was 
back in the same rut again. 

Mr. SuHeenan. How many chances did he get? 

Mr. Epwarps. I believe three. 

Mr. SHeeHan. As a businessman, how many chances do you think 
he should have gotten ? 

Mr. Epwarps. The point is this boy was selling gasoline and I don’t 
believe in replacing a man that is selling gasoline and taking a chance 
on a new man, bringing him in and losing business. That is the way 
I look at it, but the company policy didn’t read that way. 

Mr. SuHeenan. When the company finally sent you there, and partly 
on the basis of your own reports that he wasn’t conducting a properly 
run station, and sent you there to clean him up or get him out of busi- 
ness, did you protest to the company and tell them they should have 
kept the guy in spite of the fact that he wasn’t cooperating. 

Mr. Epwarps. I protested to help the guy run a little while longer. 

Mr. SHEEHAN. What type of recommendations or help did you get? 

Mr. Epwarps. I put my uniform on, went down there, cleaned the 
grass area, cleaned the pumps and showed him what I wanted done. 

Mr. SHEEHAN. In spite of all that, he didn’t do it according to the 
way it should be done? 

Mr. Epwarps. That is right. 

Mr. SHeeHAn. I won’t draw any conclusions. Apparently you 
gave the fellow a lot of personal helen spent time with him and not- 
withstanding that he was given three chances, still he didn’t conform 
to company policy, according to your own testimony. It that right? 

Mr. Epwarps. ‘That is right. 

Mr. SHeeHan. Now, you said Shell instituted a cooperative ad- 
vertising paying half of the cost of the station advertising. What 
year was that? 

Mr. Epwarps. That was in January of 1956. 

Mr. SHEEHAN. You incurred $800 worth of advertising which they 
wouldn't settle with you? 

Mr. Epwarps. That is right. 
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Mr. SHEEHAN. Why? 

Mr. Epwarps. The representative would keep tossing the ball, pass- 
ing the buck. 

Mr. SueenAn. Did you attempt to communicate directly with the 
company yourself? 

Mr. Epwarps. No, sir. I had enough trouble by then that I didn’t 
give a damn. 

Mr. SHEEHAN. Well then, certainly you wouldn’t want to hold the 
company responsible just for the acts of a single individual, it would 
seem to me, and I am putting myself in your position: if I had a dis- 
agreement with the company on a bill, and the salesman who called 
on me wouldn’t okay it, 1 would get hold of somebody in the company 
and write them a letter and know what the situation was. 

Mr. Epwarps. I did that several times and went over his head, you 
know, and we almost came to blows 2 or 3 times over it. You know, 
it is not just good relations. 

Mr. SHeenan. What response did you get from the company ? 

Mr. Epwarps. None. 

Mr. Sunenan. Did you receive an acknowledment of the letter? 

Mr. Epwarps. No, sir. 

Mr. Sueenan. Did they completely ignore you? 

Mr. Epwarps. You would be amazed if you ever worked around 
division offices to see the things filed in the wastebasket. 

Mr. Sueenan. As a committee, you understand we have officials 
of the company on the stand and we get one set of testimony and 
then we hear fellows like yourself who will give you a directly oppo- 
site piece of testimony, and we have to sort of toss the coin and figure 
out where the truth lies. 

You can be helpful to us ike you did with Mr. Roosevelt in giving 
us names and places because then we can follow through and find out 
for ourselves if we can substantiate the charges, and that is the only 
reason we are trying to get these things into the record. 

Mr. Epvwarps. Yes. 

Mr. Sueewan. What was Mr. Murray’s position with Shell? 

Mr. Epwarps. Sales representative, and was promoted to merchan- 
dising representative. 

Mr. Sueenan. Now, when he was, as you say and you used the 
words threatening to evict you, did you ever appeal to any other 
Shell officials? 

Mr. Epwarps. Well, that wasn’t my job, no. 

Mr. Surenan. It was your station, wasn’t it ? 

Mr. Epwarps. No, it was the Shell station. I was only a manager. 

Mr. SurenHan. You were a consignee station. Murray, in effect, 
was telling you how to run the station ? 

Mr. Epwarps. He was telling me how. 

Mr. Surenan. He was threatening to get your job or get you out? 

Mr. Epwarps. Right. 

Mr. SHeeman. And you took no further action beyond that? 

Mr. Epwarps. No, because I felt that I was going, I was on the 
way out. 

Mr. Sueenan. Was he your immediate supervisor or superior? 

Mr. Epwarps. Yes, he was the immediate fieldman above me, I 
mean, over the stations, 
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Mr. Sueenan. Then you didn’t have much chance to appeal to 
anyone else ? 

Mr. Epwarps. No, sir. 

Mr. Sueenan. You said, if I remember rightly, you worked for 
the Shell Co. and you decided to get out because your immediate 
supervisors or bosses were riding you : ‘all the time? 

Mr. Epwarps. That is right. 

Mr. Sueenan. What did you do when you left the Shell Co.? 

Mr. Epwarps. I went into a Shell Station. 

Mr. Sueenan. In spite of your knowledge of how the Shell Co. 
operated ? 

Mr. Epwarps. There was a reason for that. They have what they 
call a provident fund which you bank each month, and they did me 
a lot of favors. Of course, I worked for all they gave me, and when 
I decided to quit, I decided to take my retirement fund and put it 
into a business. I always wanted to be a small-business man, which 
we did.. We took that money and went into business there, and the 
principal reason for it was, one of the reasons, you couldn’t hardly 
buy, beg or borrow or steal a dealer in that town 21% years ago. 

In fact, they elected me to run the station while I was working for 
the company as representative. So I operated it for about 30 days 
and they put more men in town trying to find a dealer to take that 
place. So I enjoyed the work.on the ‘other side of the fence, and I 
just decided then to take the station myself. 

Mr. Surenan. But, Mr. Edwards, you can see my confusion here.. 
Here you are working for Shell and apparently they didn’t treat, 
according to you, many of their dealers right and canceled leases and 
forced people to do things they didn’t want to do, and you left because 
you were thoroughly disgusted with management and went back into 
the soup. 

Mr. Epwarps. I was disgusted with one man, not the Shell Oil Co. 

Mr. Sueenan. Then you are not condemning the Shell Oil Co., 
you are condemning one man ? 

Mr. Epwarps. You might put it that way. 

Mr. Surenan. That is all, Mr. Chairman. 

Mr. Brown. Mr. Edwards, when you operated the consignment 
station, did you have your own money invested in that business? 

Mr. Epwarps. All but the gasoline. 

Mr. Brown. You had the inventory and the equipment ? 

Mr. Epwarps. Right. 

Mr. Brown. Is it on a consignment basis ? 

Mr. Epwarps. No, sir, it is leased. 

Mr. Brown. And you have your own money and equipment there ? 

Mr. Epwarps. And gasoline and everything, yes. 

Mr. Brown. When you were traveling for the Shell Oil Co., estab- 
lishing new dealers and so forth, did you open any new dealers where 
they didn’t have any capital of their own ? 

Mr. Epwarps. I opened one. 

Mr. Brown. One? 

Mr. Epwarps. Yes, and we took a notarized paper and listed the 

uipment at so much money which the dealer would pay back to the 
Shell Oil Co. so much like a half cent per gallon of gasoline of all the 
gasoline that he had purchased. In other words, like he took a 5,000 
gallon transport in, he would collect a half cent on his loan. 
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Mr. Brown. Was that an interest bearing loan ? 

Mr. Epwarps. No, sir, that was free of interest. 

Mr. Brown. In the case of inventory of tires, batteries and acces- 
sories and other allied items, was that—that money was loaned to that 
individual for his inventory ? 

Mr. Epwarps. To stock his station, yes. 

Mr. Brown. Did that carry interest ? 

Mr. Epwarps. No, sir. 

Mr. Brown. You have been pretty close to this thing. When a man 
runs a station where he doesn’t have any of his own money, where he 
is on the hook for several thousand dollars of so much per gallon on 
a loan, where somebody else is the supplier in many instances, and 
the supplier owns the location and leases the physical assets to him, 
is that man an independent businessman or does he just have a job? 

Mr. Epwarps. Well, that could be taken two ways, the way you 
stated that. 

In one instance, he could have a partner backing him, which I have 
seen happen lots of times, and, actually, he would be working for his 
own interest plus the fellow who had the money in it. 

Then there are other instances where he would be working on bor- 
rowed money from the company which I think in that case he is there 
just working for a job. 

Mr. Brown. He can walk out tomorrow ? 

Mr. Epwarps. He can walk out, but he still has to pay it unless he 
leaves the country. 

I have seen fellows that were paying off companies 5 years after 
they got out of business, going to work somewhere else and paying 
10 to 20 dollars a month. 

Mr. Brown. In your opinion, he is not really an independent busi- 
nessman ¢ 

Mr. Epwarps. He can’t be a real independent businessman when he 
is borrowing off the oil company all the time. 

Mr. Netuts. No auestions. 

Mr. Damas. No questions. 

Mr. Roosrverr. Thank you. The committee at this time, in view 
of the references to the gentleman concerned having been made in the 
testimony this morning, we will call Mr. Adrian Brown. 

If Mr. Brown is present, will you come forward, sir ? 

Mr. Brown, do you solemnly swear the testimony you are about to 
give this committee will be the truth, the whole truth, and nothing 
but the truth so help you God? 

Mr. A. Brown. I do. 


TESTIMONY OF ADRIAN A. BROWN, EXECUTIVE SECRETARY, 
RETAIL GASOLINE DEALERS ASSOCIATION OF WISCONSIN 


Mr. Roosrve.r. This morning, Mr. Nellis, counsel for the commit- 
tee, read excerpts from a sworn statement which you had delivered 
to the committee, and in examining that statement, there are some 
specific things that the committee would like to ask you. 

You refer in this statement to several retail dealers. You do not 
identify them by name. Have you got the names of those dealers ? 

Mr. A. Brown. By several, I mean all of the dealers in that particu- 
jar town. 
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Mr. Roosrveit. Have you got the names of these dealers? 
Mr. A. Brown. I haven’t, but I can obtain them for you. 


Mr. Roosrverr. Will you please obtain them and give us their 
addresses ? 


Mr. A. Brown. I will be glad to. 

Mr. Roosrveir. Secondly, I am sure you realize that testimony be- 
fore this committee, direct testimony is one thing and hearsay testi- 
mony, as we call it, is another thing. 

Is the instance that you relate here the result of a direct conversation 
between you and the dealers whose names you will furnish the com- 
mittee, or is this a third- or fourth-hand conversation ? 

Mr. A. Brown. It is a direct interview with all of the dealers that 
I contacted, as though I were an investigator for my agency. 

Mr. Roosrverr. You are telling this committee you interviewed 
personally the dealers concerned ? 

Mr. A. Brown. Yes. 

Mr. Roosrve.t. Mr. Sheehan has pointed out to me we did not for 
the record identify you and the organization. 

Mr. A. Brown. I would like to read the certified statement and then 
you can ask me questions. 

Mr. Roosevett. I appreciate that, but, frankly, it is in the record 
in part and we don’t have time to go through it all. 

I just want to be sure that we have it in the form that we want it 
in order that it can be properly assessed by the committee. 

The other question ich I would like to ask you is you included 
with your statement a letter addressed to the Standard Oil Co., dated 
September 11, 1953, and the letter as submitted to the committee 
simply says “signed by all Standard lessees in the city of Kenosha.” 

Is this a certified copy of the original letter that was sent to 
Standard Oil? 

Mr. A. Brown. I might explain that these dealers in a meeting de- 
cided to put their grievances in writing. They appointed a committee 
after enumerating the different grievances and the committee went 
to an attorney and the attorney drew the letter, and then this com- 
mittee took the letter around to all of the dealers who signed it before 
it was sent to the Standard Oil Co. I have a copy of the letter from 
the attorney that drew the instrument. 

Mr. Roosevet. In other words, this was delivered to you by the 
attorney ¢ 

Mr. A. Brown. Yes, sent to me through the mail by the attorney. 

Mr. Roosrvett. What is the name of the attorney ? 

Mr. A. Brown. I can’t tell you that right now. There was no name 
on it, but it went through the mails. 

Mr. Roosrvett. Can you secure for us the name of the attorney ? 

Mr. A. Brown. I think I can; yes. 

Mr. Roosrvetr. Because, without the name of the attorney, in our 
securing the affidavit from him that this is an exact copy of the 
letter, the letter has no value at all. 

Mr. A. Brown. In fact, I might be able to get the attorney to certify 
to a copy that he drew from his office. 

Mr. Roosrvetr. Preferably a photostat copy for the committee. 

Mr. A. Brown. I probably can do that for you. 

Mr. Rooseve.t. Including the people who signed the letter. 

Mr. A. Brown. Yes. 
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(The letter and affidavit follow :) 


RETAIL GASOLINE DEALERS ASSOCIATION OF WISCONSIN, INC., 
Lake Geneva, Wis., May 25, 1957. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5 
House of Representatives, Washington, D.C. 
(Attention : Joseph L. Nellis, special counsel. ) 

DEAR MR. ROOSEVELT: Am glad to comply with your request to have a sworn 
statement from the attorney in Kenosha who was retained by the Standard 
dealers to draw up the letter under date of September 11, 1953, which I sub- 
mitted as an exhibit to your committee on April 30, 1957, at your subcommittee 
hearing in Chicago. 

Enclosed is that statement from a Mr. Earle Munger prepared from a copy 
which he had in his files. 

I checked further on the name of the assistant manager who had “engineered” 
the “suggested” retail prices in the Milwaukee division of the Standard Oil Co. 
and find it was Bilis L. Leslie. He was always assisted by the local supervisor- 
salesman in the particular city or marketing area. 

As related in my sworn statement presented to your committee, the “deal” was 
put over in Kenosha as related therein. Furthermore there were three Stand- 
ard Oil Co. officials at this Kenosha meeting; namely, Armond Van Dale, special 
representative; Ellis L. Leslie, assistant manager, and Ray Casey, local super- 
visor-salesman. This steak dinner meeting was held at Kroks Club, located about 
4 miles north of Kenosha on State Trunk Highway No. 32, at 12:30 p. m. Mon- 
day, February 18, 1957. This information was secured from consultation of the 
dinner reservations book kept by the proprietor of the club. The names of the 
company representatives were obtained by personal consultation with different 
dealers interviewed since the Chicago meeting of your committee. 

The attorney representing the Standard Oil Co. testified at the hearing that 
Adrian A. Brown could not testify, or words to that effect, because he was not 
at this meeting. This attorney denied in his testimony regarding this Kenosha 
meeting, yet he was not present. 

Because the dealers who were consulted since the Chicago meeting to doubly 
check the information are members of this association the undersigned verily 
believes the above related information to be true and correct and hereby recom- 
mends that this supplemental information be attached and included in the sworn 
statement filed with the subcommittee on April 30, 1957, at Chicago. 

Sincerely yours, 
ApriAn A. Brown, Eavecutive Secretary. 


AFFIDAVIT 
STATE OF WISCONSIN, 
County of Kenosha, ss; 

Earle Munger, being first duly sworn on oath deposes and says as follows, to 
wit: 

1. That he is an attorney at law, duly licensed and practicing in the city of 
Kenosha, State of Wisconsin, and a member of the firm of McEvoy & Munger of 
said city. 

2. That on or about September 10, 1953, he was retained by the Kenosha dealers 
for the Standard Oil Co. to prepare a letter to the Milwaukee, Wis., office of said 
company, based upon information provided by said dealers to him in outline 
form. 

3. That the following is a true and complete copy of said letter, which was 
provided to said dealers under date of September 11, 1953 : 

SEPTEMBER 11, 19538. 
STANDARD Ort Co., 
414 West Michigan Street, 
Milwaukee, Wis. 

GENTLEMEN: We, the Kenosha dealers for the Standard Oil Co. find ourselves 
in a position where we are caught between fixed prices for our products and in- 
creasing costs imposed by the company so that we cannot operate at an adequate 
profit. We have met together and discussed our mutual problems at great length 
to determine the changes necessary to make conditions financially sound for us. 


These are matters of the utmost importance to us and have been unanimously 
agreed upon. 
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It is obvious that the dealers cannot pass on to the consumer any increases in 
their costs because they do not control their own retail prices. We believe that 
the company should welcome the opportunity to aid the dealers in this situation 
in order to have as strong a force of dealers as possible. It seems to us that 
the more desirable the dealership can be made, the more the Standard Oil Co. 
will benefit from it. 

The following are the things we feel must be changed in order to assure finan- 
cial success in our business : 

1. Reduction of gallonage rental to 1 cent per gallon and discontinuance 
of flat rentals. 

2. Discontinuance of rental on tire racks. 

3. Discontinuance of rental on credit-card machines. 

4. Leases written for 2 or more years rather than only 1 year. 

5. Warehousing in Kenosha of TBA items, to enable dealers to carry 
smaller inventories. 

6. Discontinuance of charging dealers for promotional services for Stand- 
ard Oil products. 

7. Completion of previously made commitments to certain lessees for al- 
terations and maintenance, details of which will be provided. 

As to items 1, 2, and 3, above, pertaining to the amount of rentals, it is our 
suggestion that if the result of these changes would be that the stations would not 
produce sufficient revenue for Standard Oil Co., that prices should be increased 
so that the consumer pays it, not the dealer. In plain language, either the 
Standard Oil Co. or the consumer is getting too big a slice of the pie under pres- 
ent arrangements, and the dealer is not getting enough. As for the racks and 
credit-card machines, they are for the benefit of the company as much as the 
dealer, or more so, but are being paid for many times over because of the rental 
charge to the dealers. 

Item 4 is self-explanatory. It is thought that 1 year is not long enough time 
for proper planning and stability. 

In regard to item 5, it has been necessary for dealers to carry much larger 
stocks since the discontinuance of warehousing in Kenosha. Other lines of mer- 
chandise can be purchased right from the city without any delay. We shall 
be obliged to purchase our TBA items elsewhere in order to increase our margin 
of profit in such items if we can, to offset the decline in profits from other sources, 
if the various adjustments sought are not forthcoming. 

The undersigned dealers unanimously support all of the above proposals. 
Some of the items apply to all dealers; some do not. However, each dealer is 
concerned with all of the proposals for the futuer if not at the present time. 
We would like to have the company give its attention to these matters promptly 
so that they can be settled within the next 30 days. 

Very truly yours, 

4. That subsequently thereto, as affiant is informed and believes, aforesaid 
letter was circulated among all of said dealers and signed by all of them and 
forwarded to aforesaid Milwaukee, Wis., office of the Standard Oil Co. 

EarLE Muncer, Attorney at Law. 
STATE OF WISCONSIN, 
County of Kenosha, ss: 


Subscribed and sworn to before me this 23d day of May 1957. 


[SEAL] JOSEPHINE H. DILLEY, 
Notary Public, Kenosha County, Wis. 
My commission expires May 1, 1960. 


Mr. Roostvett. Do you know whether this letter was ever answered 
by the Standard Oil Co. 

Mr. A. Brown. As far as contacting the dealers is concerned, it. was 
ignored completely. 

Mr. Rooseveitt. You know of the existence of no answer to this 
letter ? 

Mr. A. Brown. No answer to the letter, but I would like to explain 
following this letter, dealers were called according to the testimony 
that they gave me in a hotel room and told in no uncertain terms 
just how they felt about this TBA deal because the dealers in Kenosha 
had refrained from buying Standard TBA products, and because 
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of the exertion—you will notice this letter was written in November 
or September. The following March, the boys began to complain 
to me about the pressure that they felt was being put on them so I 
brought it to the attention of the antitrust attorney and the Attorney 
General’s office, and when he read 

Mr. Roosevett. Let me stop you. You have been accused of being 
irresponsible. I want to know whether you are. 

Mr. A. Brown. Okay. 

Mr. Roosrvett. Have you a copy of the letter or was it simply a 
verbal notification ? 

Mr. A. Brown. I let them read the copy of the letter and he took a 





:photostat of it. 


Mr. Roosrve.tt. Who was the individual? 

Mr. A. Brown. Mr. George Seger, attorney in charge of the Anti- 
Trust Division of the Attorney General’s office. He has a photostat 
of that letter. 

May I goon? On the basis of that, he asked me to have the dealers 
assemble in Kenosha so that he might talk to them individually, which 
was done, and on the basis of the information that he gathered at 
these conferences with the dealers, they had what they call an explora- 
tory examination in Kenosha before a court commissioner at which 
time officials were subpenaed and put on the stand, and I think one 
of the officials testified here this morning, Mr. Miller, and I think 
he can verify that he was subpenaed, and appeared before a court 


commissioner in Kenosha on the basis of this original letter that was 


sent to the Standard Oil Co. by the dealers in Kenosha. 

Mr. Roosevett. So perhaps it is understandable you wouldn’t be 
very popular with him. 

Mr. A. Brown. Well, no, I am not very popular with any of the 
Standard Oil companies, naturally. 

Mr. Roosrvetr. Was this hearing a matter of record? I assume it 
was a formal hearing? 

Mr. A. Brown. Yes. 

Mr. Roosevetr. Were records kept of it? 

Mr. A. Brown. Yes. 

Mr. Roosever. I assume you don’t have a transcript? 

Mr. A. Brown. No, but I imagine the Attorney General’s office 
would certify to a transcript of those hearings, and I will see that the 
committee is furnished with the transcript. 

Mr. Roosevett. I instruct counsel of the committee to secure a copy 
of that record for the committee’s file. 

Can you give us the approximate date of that hearing? 

Mr. A. Brown. It was March of 1954—March or April. 

(The transcript above referred to will be found in the files of the 
committee. ) 

Mr. A. Brown. I will tell you the conferences before the court com- 
missioner were scattered because the first subpenas couldn’t be served 
upon two individuals. One was sick and the other was out of the 
State, and then they subpenaed the others later, and they came before 
the court commissioner. 

I think there were three such conferences before a court commis- 
sioner which they testified under oath, and I can get all of that infor- 
mation for you from the Attorney General’s office. 
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Mr. Roosrvett. Mr. Brown, I believe you are executive secretary 
of the Retail Gasoline Dealers Association of Wisconsin ? 

Mr. A. Brown. That is right. 

Mr. Roosrverr. How many members are there in the association ? 

Mr. A. Brown. We have on the rolls about 700, but at the present 
time there are about 550 paid up. The rest are delinquent, and we 
expect if they are still in business when we call on them, we expect to 
get them back, but there are so many of them that are not in business 
the next year. 

Mr. Roosevetr. Roughly, how many dealers are there in Wisconsin ? 

Mr. A. Brown. About 3,500 service-station operators in the latest 
telephone directories that were issued up to this last spring when I 
made a new mailing list by consulting all telephone directories in the 
State of Wisconsin on file with the Wisconsin Telephone Co., and the 
Commonwealth Co. in Madison. 

Mr. Roosrvetr. Are you a paid official of the association ? 

Mr. A. Brown. I worked on commission until the first of January. 
Now, I am on social security. 

Mr. Roosevett. I don’t quite follow you. 

Mr. A. Brown. I am 67 years old and I applied for social security, 
and the association pays me $100 a month and all of my expenses, and 
my wife and I get all the maximum on social security; and I am 
getting to the age where money isn’t everything; and I enjoy my 

ob. 

Mr. Roosnvetr. You have been in your present position since, I 
believe, January 15 of 1947? 

Mr. A. Brown. A little better than 10 years. 

Mr. Roosevett. Are you elected to that position ? 

Mr. A. Brown. No; I am at the discretion of the board of directors. 

Mr. Roosrvett. Are the board of directors elected by the member- 
ship ¢ 

Mr. A. Brown. Yes. There are 23 on the board and 7 of them go in, 
everyone goes in for 3 years and we have an overlapping of our board 
of directors so there is always two-thirds of them that are old carry- 
overs. 

Mr. Roosevett. In other words, at least the membership acting 
Soeur their board of directors has retained your services for 10 

ears ¢ 
E Mr. A. Brown. That is right. 

Mr. Roosevert. In varying degrees of paid status? 

Mr. A. Brown. That is right. 

Mr. Roosevett. Well, I would just like to remark that it is my own 
personal opinion that I would find it difficult to believe that if you 
were a completely irresponsible person you could not have retained 
your job. 

Mr. A. Brown. Thank you. 

Mr. Sueenan. Mr. Chairman, I assume this witness will be here 
for a little while this afternoon. I would like to look this over. 

Mr. A. Brown. I have to get a train at 5: 20. 

Mr. Sueenan. If there are other questions, maybe we can call him 
back. 

Mr. Netuis. Mr. Brown, I don’t have it before me now, but some- 
where in your statement you stated that at the time Standard Oil Co. 
called this dealers’ meeting—— 
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Mr. A. Brown. In LaCrosse? 

Mr. Neus. Yes; that there was no price disturbance in the three- 
7 area. 

fr. A. Brown. No. 

Mr. Netuis. How do you know that? 

Mr. A. Brown. Well, from my own contacts with the members in 
that city. They were all satisfied. They all had their margins and they 
were satisfied; and they didn’t have any cutraters that they were 
fearful of or anything of that nature. 

Mr. Nexus. This was about September 1956, as I recall ? 

Mr. A. Brown. That is right. 

Mr. Netuis. Were you told directly by any dealers, and if so can 
you name them now or later, that the suggested retail price plan that 
was discussed at this meeting was being suggested by Standard Oil 
of Indiana because there was a price disturbance in that area? 

Mr. A. Brown. Well, the meeting was on the morning of the 13th of 
September. On the afternoon of the 12th, I want to say now that the 
secretary of the local in LaCrosse, and LaCrosse County is a member 
of the association, by the way—he is also a Standard Oil dealer 

Mr. Nexus. What is his name? 

Mr. A. Brown. Roy Franz, and I hope he won’t have any reprisals 
because I mention his name. He was secretary of the local. This hap- 
pone on the 12th and 13th of September. On the 18th we had a 

oard meeting in LaCrosse. 

Mr. Nexus. Were you present ? 

Mr. A. Brown. I was present. I am present at every board meeting 
and Mr. Franz was the guest of the association at that board meet- 
ing, and he related to the board all the information that I have out- 
lined in my sworn statement here, and I confirmed it with two other 
dealers who are members of the association in LaCrosse. 

Mr. Neus. Did Mr. Franz state anything about any statement 
by any Standard Oil representative relative to an alleged price dis- 
turbance in that area ? 

Mr. A. Brown. No, there wasn’t any. 

Mr. Neus. He did not make any such statement ? 

Mr. A. Brown. This move created the price disturbance. 

Mr. Neus. On what did you base that statement ? 

Mr. A. Brown. For thé simple reason that the suggested prices was 
reduced from what it was and it took away from the dealer an average 
of six-tenths of a cent a gallon over the margins that they had previous 
to that move in LaCrosse. 

Mr. Nexus. How soon after that meeting did this reduction in 
price occur ? 

Mr. A. Brown. Immediately, that very next day, the 13th. 

Mr. Netus. I have nothing further. 

Mr. Roosevetr. Off the record. 

(Discussion off the record.) 

Mr. Roosevexr. On the record. 

Mr. Sueenan. Mr. Brown, in your statement here, you state when 
you talk about the Standard Oil plan in the middle of the first page, 
you say the plan hit this city like a bombshell. It was “put over” 
on the dealers in the following reported manner. 

Mr. A. Brown. Yes. 
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Mr. SHeenan. Who reported this? 

Mr. A. Brown. Mr. Roy Franz that attended our board meeting. 

Mr. Sueenan. He reported this to you directly ? 

Mr. A. Brown. To our board of directors in a meeting of the board. 

Mr. Roosrvetr. At which you were present, sir ? 

Mr. A. Brown. Yes, which I was present. 

Mr. Sueenan. Is Mr. Franz a member of the board ? 

Mr. A. Brown. No, but he was secretary of the local and he was a 
member of the association, but not a member of the board. He was a 
guest. 

Mr. Sueenan. Secretary of the local? 

Mr. A. Brown. Of the LaCrosse County Retail Gasoline Dealers,, 
which is affiliated with our State association. 

Mr. Sueenan. You mean a local association ? 

Mr. A. Brown. A local county group. 

Mr. SHeenan. I see. Now, you make the charge in here, of course, 
Standard Oil sets the prices with their particular plan that they 
have put into effect here. 

As a trade association member, does your association ever recom- 
mend pricing structures to the company ¢ 

Mr. A. Brown. No, we don’t. That would be a violation of the law 
if we did. 

Mr. Sueenan. You stay away from that entirely ? 

Mr. A. Brown. Yes, and we think this move is a violation of the 
law, not only nationally, but under our State law. 

Mr. SHEEHAN. | believe the gentleman from Standard Oil reported 
here this morning that the case was taken up by the State of Wis- 
consin; was it not ? 

Mr. A. Brown. No; it hasn’t. Itis pending. We haven’t filed a for- 
mal application as yet for an investigation, but we did have the inves- 
tigator of the antitrust division go to La Crosse and interview dealers 
to confirm the complain that I filed, but it wasn’t a formal complaint 
for legal action. 

Mr. Sueenan. What antitrust division ? 

Mr. A. Brown. Of the attorney general’s office in Madison, Wis. 

Mr. Sureenan. The State of Wisconsin ? 

Mr. A. Brown. Yes; the State of Wisconsin. 

Mr. Sueenan. And not the Federal Government. In other words, 
an investigation has been made, testimony has been taken, and the 
case is still waiting disposition ? 

Mr. A. Brown. Not exactly that. He just went up there and inter- 
viewed the dealers to confirm what I testified to in this sworn state- 
ment. 

Mr. SuHeenan. What was the name of the gentleman from the at- 
torney general’s staff who did this investigating ? 

Mr. A. Brown. Mr. Elbert Harriman, who was an assistant to Mr. 
Seger and is now in Japan and will be back, and he is sort of the man 
in charge now while Seger is absent. 

Mr. Sueenan. Has your association taken any action with the at- 
torney general’s office of the State of Wisconsin to follow through 
on this? 

Mr. A. Brown. Not as yet. 

Mr. SuHeenan. Are you going to? 
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Mr. A. Brown. Well, it is up to the Board. We expected to thrash 
it out at our last board meeting 2 weeks ago today, but our attorne 
wasn’t there, so the question wasn’t even brought up and discussed. 
However, it will, no doubt, at our annual meeting which is coming 
up on the 17th and 18th of June. That is when our next board meet- 
ing is going to be held. 

Mr. Sueenan. At the annual board meeting, whose province will it 
be to bring up this matter as to whether or not the association will 
process this complaint ? 

Mr. A. Brown. It will be a discussion of our attorney. We have re- 
tained an attorney. 

Mr. SuHeeHan. How often does your association meet ? 

Mr. A. Brown. Up to this year, we were meeting every month, but 
now we meet every 2 months. 

Mr. Sueenan. How often do you elect officers ? 

Mr. A. Brown. Once a year. 

Mr. Sueenan. When is the last time you had any change in officers ? 

Mr. A. Brown. At the convention in Wausau last June; our next an- 
nual convention is coming up in La Crosse in June, at which time there 
will be an election of a portion of the directors, and then the directors 
elect the officers from among their number. 

Mr. SuHrenan. Of course, you will be excluded from any election ? 

Mr. A. Brown. Oh, yes; I am not on the board, nor am I an officer of 
the association. 

Mr. Sueenan. You have a 10-year contract ? 

Mr. A. Brown. They can kick me out any time they wish. It is only 
for 1 year and on 30 days’ notice. 

Mr. SuHeeHan. I misunderstood. I thought you had a 10-year 
contract. 

Mr. A. Brown. No; it is a yearly contract from year to year and if 
I don’t cut the mustard, so to speak, why, they can. 

Mr. Sueenan. In other words, as Mr. Nellis suggested in a whisper 
over here your association has these 30-day cancellation leases, too. 

Mr. A. Brown. It is in there because I wanted it that way. 

Mr. SuHrenan. In other words, you think it is a good thing for the 
protection of the association ¢ 

Mr. A. Brown. For the protection of myself and the association, yes. 

If I should get off the beam, I want to know it, and I want them to 
fire me, and if I stay on the beam, why, I don’t want them to fire me. 

Mr. SHeeHan. You have heard here this morning when Standard 
Oil testified that they now have a committee of representatives of the 
station operators who can appeal to them directly or talk to them about 
their grievances. 

Do you suppose this will have any salutary effect ? 

Mr. A. Brown. It should, if they will carry through on it and not 
use it as a subterfuge. 

Mr. SuHrenan. You have no personal experience as to whether that 
will work or not? 

Mr. A. Brown. I never attend these meetings, nor discuss it with any 
individual on the committee. 

Mr. Sueenan. Is your association connected with the National 
Congress of Petroleum ? 

Mr. A. Brown. Yes; we are one of the charter members, and we are 
affiliated. 
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Mr. Sueenan. That is all, Mr. Chairman. 

Mr. Damas. No questions. 

Mr. Roosrvett. Thank you, Mr. Brown. It is my understanding 
that you have other duties. 

Mr. A. Brown. I will be around here until 5 o’clock, and then I have 
to leave because I have to be in Madison tomorrow at a hearing before 
the State senate. 

Mr. Roosevett. The committee will excuse you at this point. Thank 
you very much. 

The committee at this time would like to hear from Mr. Moir of the 
Pure Oil Co. 

Mr. Morr. I am H. L. Moir, Pure Oil Co., and this is Mr. Robert 
L. Keeland. I am assistant vice president in charge of retailing 
marketing. 

Mr. Roosrvet. If I may swear you both, please. 

Will you raise your right hands? 

Do you solemly swear the testimony you are about to give before 
this committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Mor. I do. 

Mr. Keetanp. I do. 


TESTIMONY OF H. L. MOIR, ASSISTANT VICE PRESIDENT IN CHARGE 
OF RETAIL MARKETING, PURE OIL CO0.; ACCOMPANIED BY 
ROBERT L. KEELAND, COUNSEL 


Mr. Roosrvettr. Mr. Moir, as you probably know, we have a long list 
of people whom the committee wanted to hear so we would appreciate 
it if you would summarize your statement and put special emphasis 
on the points you want brought out. 

However, you may do it in your own way. 

Mr. Kertanp. May I assume we will be supplied with a list of 
witnesses if representatives of tlie Pure Oil Co. will testify, or dealers ? 

Mr. Rooseveit. The committee will instruct counsel to give to you 
all of the supplier representatives who will appear. Mr. Moir says 
he has not received that list. Will you see that that is done now. 

Mr. Moir, will you proceed, please. 

Mr. Morr. Thank you. I will attempt to start reading it and then 
brief it down as I go. It is already a briefed statement, and it is a 
little difficult to brief as many things as we have in here into a concise 
statement. 

You are interested in knowing some relationship of our dealers 
insofar as our lessee dealers and consignees and contracts and so on, 
that is, pertinent information pertaining to our company. 

Mr. Roosrvet. Yes. 

Mr. Morr. My name is H. I. Moir, and I am assistant vice president 
in charge of retail marketing for the Pure Oil Co. 

I have made a study of the provisions of H. R. 425 and H. R. 426, 
and I appreciate your kind invitation to discuss with you the views 
of my company as regards the effect of this proposed legislation on 
my company, the dealers in our products, and the general public. 

The Pure Oil Co, is an Ohio corporation, and we market gasoline 
through independent dealer outlets in 24 States located principally 
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in the Midwest, Midsouth, and southeastern parts of this country. 
Sales of our products to the general public are made through approxi- 
mately 15,987 service stations. The types of outlets through which 
our products are sold are characterized percentagewise as follows: 

1. Lessee dealers, approximately 41.6 percent. 

2. Contract dealers, approximately 56 percent. 

3. Company-operated stations, approximately 0.6 percent. 

4. Consignee dealers, approximately 1.8 percent. 

You will note that the number of company-operated stations in rela- 
tion to the total number of outlets is extremely small. In addition to 
serving as outlets for the products of our company, these company- 
operated stations also serve the purpose of a facility through which 
we can train prospective dealers who have little or no experience in the 
service-station business. 

They also serve as test stations for the purpose of gaining experi- 
ence in new methods of marketing products and servicing the auto- 
mobiles of the motoring public. We believe that they serve a real 

urpose in our retail distribution system and that they are of benefit 

th to us and our dealers and to the general public. These stations 
are not utilized in any manner for the purpose of controlling or in- 
fluencing the retail price of gasoline. 

I think this is somewhat repetitious, but I do want to repeat 
the introduction. The consignee-dealer plan was inaugurated in our 
company for the purpose of assisting dealers to get started, and not 
as a method of controlling the retail price of gasoline, as has been 
alleged by some people. 

Mr. Roosrvetr. Could I interrupt you at that point? 

Mr. Morr. Yes. 

Mr. Roosrvert. Do you convert lessee or contract dealers to con- 
signee stations? 

Mr. Morr. No. I might read here from the statement. It is not 
our policy to convert lessee dealers or contract dealers to the con- 
signee-dealer plan, and our specific instructions to the field person- 
nel prohibit such conversions unless the dealer requests it. We can 
cite instances of dealers who, on their own request, have been con- 
verted to consignee dealers and are very happy with the situation. 
They would be extremely reluctant to operate again as a lessee 
dealer. 

Mr. Roosrveir. Do you have some the other way, who would like 
to be converted and then went back? 

Mr. Morr. Yes. 

Mr. Roosrvetr. It has happened both ways? 

Mr. Morr. Yes. I might start here on page 3. We have also 
used consignee stations as a method of giving good, sound, training 
experience to prospective service-station dealers. 

Through this training we and the prospective dealer have been 
able to determine with some degree of accuracy whether the dealer 
has sufficient background, experience, and good business judgment 
so as to make a success as a lessee dealer. The consignee-dealer plan 
has also been used on occasion to reopen a closed station where it 
eee impossible to secure a desirable applicant on a lessee-dealer 

asis. 
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The consignee-dealer stations are not used in any manner to control 
or influence retail prices. At the few commission stations which 
we have, the retail price we post is based entirely on the price post- 
ings of stations in the immediate competitive area. 

It has been our constant endeavor to assist the dealers in our 
products in every way possible. They constitute the conduit through 
which our products are made available to the public. We train new 
dealers and we offer training programs to old dealers at no charge 
for the purpose of keeping them abreast of new sales techniques. 

We also offer them, through these training programs, comprehen- 
sive information as to how new. automobiles can best be serviced for 
the purpose of maintaining the serviceability of cars belonging to 
the general public. 

hese servicing methods change frequently because of the fact that 
the automobile manufacturers modify their models each year, and 
each modification generally requires a different type of servicirg. 
Through our salesmen and other specially traiion personnel and 
through company publications we give the dealers ideas on betier 
methods of merchandising, and we provide them with sales-pron.o- 
tion plans and programs. 

A great majority of the dealers in our products have taken adv.in- 
tage of these training programs and sales aids, and we believe :in- 
cerely that they have been of tremendous importance in maintaining 
the sales volumes of the dealers. 

We also have certain financing plans which are available to exist- 
ing dealers and prospective dealers under which funds are made 
available to them at reasonable interest rates for the purpose of re- 
modeling old and obsolete facilities and to construct new facilities. 

This financing —_ has been in existence for some 10 or 15 years 
and it has been taken advantage of by many dealers. We also have a 
plan under which dealers are permitted to buy certain TBA items on 
a deferred-payment basis. The deferred payments draw no interest. 
This program permits dealers to accept delivery of TBA items at 
convenient times and to pay for them if and when they are able to 
sell them to the public. 

This program also permits the dealer to balance his inventory as 
against the demands of the public. In the event he underestimates 
his requirements of TBA items, he is able to call upon us for additional 
deliveries, and we are able to supply his desires almost immediately. 
If the dealer should overestimate his requirements of such items of 
merchandise, we have on many occasions withdrawn them from his 
inventory without any cost to him. Such program offers balancing 
flexibility to the dealer, which is of utmost importance to any mer- 
chant. 

Mr. Brown. How do you feel that differs from just the straight- 
out consignment ? 

Mr. More. Well, the dealer owns his merchandise in this respect. 
He takes title to it. In a consignment, he would not take title to it. I 
think the obvious difference here would be the fact that we are trying 
to help the dealer do a job of selling and merchandising his material. 

We try to cut his horizon down to a period of 3 months and we use 
these—I think it is a misnomer—federal trade acceptances as a means 
of financing.the dealer for this 3-month period. 








— 


1 JQ QD Pe 


ore 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 73 


We feel that perhaps he will be a little more objective in his require- 
ments, and at the same time our people are advised and are counseled 
constantly on the necessity of maintaining not only a balanced inven- 
tory of TBA items, but, as well, supplying him with products that are 
in demand so that the obsolescence factor is a low one. 

Mr. Brown. Do you check fairly regularly your representative 
to see that when the larger items are sold that the company is paid 
for those items? 

Mr. More. Well, I think I see what you are driving at, Mr. Brown. 
When he buys, let us say, a number of tires; let’s say, for example, 
he buys 100 tires. He then goes on what we call these federal trade ac- 
ceptances or a 30-day series of notes for those 100 tires. 

Whether he sells 1 tire or sells 100, he has to pay in each 30-day 
period one-third of the total cost of the 100 tires, you see. 

Now, at the end of that time, if he has not moved those tires, we 
try to make an adjustment with him, or help him sell, or find out just 
what has happened that he has made this prognostication that he can 
use 100 tires and hasn’t sold them. 

Mr. Brown. You understand, I am not criticizing the technique. I 
am trying to establish if the real difference isn’t more technical than 
real between owning it and it being consigned on that basis. 

Mr. Morr. Maybe you are getting into the legal end of the thing, 
which I don’t know much about. Under my theory, he owns the tires ; 
they are not consigned. 

Mr. Brown. Thank you. 

Mr. Morr. I would like to touch a moment on two bills which were 
sent around to us, and these bills have not been touched upon by 
either of the witnesses this morning, H. R. 426 and H. R. 425. 

Mr. Roosrveir. We have had considerable testimony on those, and 
it all runs along pretty much the same line. Which other bills do 
you care to comment on ? 

Mr. Morr. In our questionnaire we commented on the other 2 bills, 
the TBA application bill, and the related 2 bills. 

Mr. Roosevert. Did you comment on H. R. 432? 

Mr. Morr. I believe so. 

Mr. Keetanp. I don’t recall that bill by number. 

Mr. Morr. We feel H. R. 426 would in effect require the Pure 
Oil Co. to divorce itself of all of the retail outlets through which 
its gasoline is sold and distributed to the general public. 

One of the asserted purposes of this legislation is to assist the small- 
business man. We think that the sharp edge of this bill would sever 
him from his primary source of livelihood. If this company and 
other suppliers are to sell their interests in retail outlets, and it seems 
abundantly clear that this is the purpose and aim of H. R. 426, who is 
going to buy them? 

Naturally, we will not sacrifice our investments in such outlets at 
prices below the established market, for we must answer to our stock- 
holders. In all likelihood, the purchasers will be large chain organi- 
zations and syndicates which have the financial resources to purchase 
them in quantity and who will operate them on a chain basis so as to 
secure the economic advantages of large-scale operations. 

The dealer will find himself in the position of trying to deal with 
a stranger to the petroleum industry. It is likely that this new chain- 
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store organization, if it follows the customary pattern, will decide to 
operate the outlets with salaried personnel. Some dealers may find 
employment available with the organization. Many will not. Those 
who are kept on a lease basis may find the new retail organization’s 
attitude toward the independence of its lessees to be quite different 
from that of their present supplier. Undoubtedly many dealers will 
be eliminated completely, for they will not fit into the plans of the 
new chain organization. 

Hundreds of the dealers in our products have been with us for 20 
to 25 to 30 years. Many have reached an advanced age. If they are 
to be deprived of the facilities through which they engaged in busi- 
ness as independent merchants, it is certain that they will find it diffi- 
cult, if not impossible, to seek out a new means of livelihood. 

Through resourcefulness, hard work and substantial financial as- 
sistance, we have made available to thousands of individuals the 
facilities upon which they can and have become independent oil 
merchants. Those who have been energetic and have used good busi- 
ness judgment have been successful and are able to provide well for 
themselves and their families. We want them to succeed and prosper, 
for they constitute the vein through which our lifeblood flows. 

This company, along with other suppliers, has over many years 
done extensive work and research in the proper method of servicing 
automobiles belonging to the general public—such as advice on the 
best method to lubricate a car, advice on the grade of oil to be used, 
tire and battery servicing, and many other service suggestions. 

Our experience in this field is taken to our dealers by means of 
printed material and numerous dealer meetings. The chainstore op- 
erator steps into a new field without benefit of this knowledge and ex- 
perience; therefore, it is likely that the new dealer or salaried per- 
sonnel operating the chain stations, along with the public, will be 
deprived of the benefit of this valuable service advice. 

Dicciiaieaiaih: we believe, would lean toward the elimination of the 
independent petroleum dealer and would sponsor chain operation of 
service stations through salaried personnel. 

We firmly believe that a change in the present retail marketing 
structure through which gasoline is sold to the motoring public will 
inevitably increase the price of gasoline. We are of the opinion that 
this bill will create serious new problems and is definitely not in the 
interest of the independent dealers, jobbers, or the public. 

Referring now to H. R. 425, we challenge the implications contained 
in section 1 of this bill to the effect that this company has coerced, 
threatened, or intimidated the dealers in its products. 

Good dealers are scarce, and we constantly strive to secure men of 
character and ability to become independent merchants in the busi- 
ness of selling gasoline and automobile accessories. 

We spend large amounts of money to train inexperienced dealers 
in the methods of doing business—we want to keep them, not frighten 
them. A good dealer will not stay with a supplier for long if the 
supplier does not treat him fairly. There is too much competition 
for good dealers to permit our company to engage in a practice of 
this nature. 

We do not believe that a fair and impartial investigation of our 
marketing policies will develop any sustained conduct involving 
coercion, threats, or intimidation. 
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We sell our products with vigor, as we should, but it is our policy 
to limit our sales vigor to persuasion and recommendation. 

Mr. Roosrvetr. May I ask a question. You say your products. 
Pure Oil Co. does not produce TBA products, does it? 

Mr. Morr. Well, that is a hard question to answer. We sell TBA 
products under our own brand name. Our tires are manufactured 
for us by a company according to our specifications. We maintain 
our own research staff and set our own specifications up on our tires. 
While we physically do not manufacture them, they are our tires to 
our specifications. I am picking tires out as an example. We use 
the Smith Laboratories constantly to check the quality. We run our 
own road-test programs on our tires, and I can truthfully say a Pure 
tire is our tire. 

Physically, as I mentioned, we don’t manufacture them. We do 
not buy the rubber and do not engage in other things, but the specifi- 
cations of the tires are ours. 

Mr. Roosevetr. Are all of the items included in your TBA list in 
the same category ¢ 

Mr. Morr. Yes. I would like to take a minute here and talk about 
this TBA thing for a moment. 

Our company has a program of a deletion of a number of items in 
the TBA line. I think every station of the Pure Oil Co. has other 
items in their TBA line besides the Pure items. Maybe that is a 
reflection on our sales campaign, I don’t know, but they are there; 
and perhaps, for purposes of this committee, it is a good thing. 

However, over the past years we have made a study of the number 
of items we had had in terms of their relative movement during the 
year and while we have 15,000 dealers, we make it a practice of look- 
ing over these lists periodically, and we may find, for example, that 
we have only moved 5,000 of a product in a period of 1 year, so we 
cut it out. In other words, we feel maybe there is somebody else who 
can do a better job of selling that item to our dealers than we can 
for the amount of profit involved, and we would rather have our sales- 
man concentrate on the items that are more significant to the operator 
in terms of profit to him, and in terms of merchandising. 

Mr. Roosrvetr. May I comment that is the most intelligent ap- 
proach to the problem that I think the committee has heard. 

Mr. Brown would like to ask a question. 

Mr. Brown. In that. connection, I would be interested to know 
what your experience has been in the last 5 years on what is called 
in the trade TBA items as far as the percentage of the average sta- 
tion’s gross income per year. 

Has TBA become an increasing factor or a decreasing factor in 
Pure Oil’s experience ? 

Mr. Morr. Well, I think I would like to answer that by saying— 
I don’t want to seem to equivocate the answer, but I think it requires 
a division in several parts. 

I think tires and batteries by themselves constitute a very large 
part of the revenue of a dealer. I think the accessories can consti- 
tute a large portion of this revenue, but some of these accessories are 
also tied up with services as Mr. Miller outlined this morning, and 
I am going to answer the first part of your question. 

92285—57—pt. 4 —6 
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I believe the import of TBA is becoming increasingly significant 
to a dealer. I don’t see how a dealer can survive unless he does an 
intelligent, balanced job of selling all of the needs for each vehicle 
that comes into his service station, whether it is a windshield wiper, 
headlight, bulb, or whatever it is, for a number of reasons. 

It is profitasle to him. It is satisfaction to his customer, and it 
is a type of service that we like to think that we give our motoring 
public. 

Mr. Brown. The reason I ask the question, Mr. Moir, was that it 
would appear on the surface to the layman that there is ever-increas- 
ing competition in that field such as the Western Auto Stores and 
in a chains such as Sears and Montgomery Ward, and then there is 
always the factor of the automobile dealers, you know, who sell the 
same items. 

Now, are the service stations, as retailers, competing successfully ? 
While they must sell more TBA items, are they actually able to do 
it in these times? 

Mr. Morr. I think so. I think that the job of selling TBA items 
in a service station is a good, tough, competitive merchandising job. 

I might say this to you. We sell tires under a Pure brand. We 
don’t nationally advertise that brand. I would suppose the normal 
reaction of a customer coming into one of our stations is why should 
I buy a Pure brand in comparison to the advertised Big Four? Why 
should I put my money in a Pure tire? I have never seen it adver- 
tised in the Saturday Evening Post. It never has appeared on tele- 
vision programs as running over a bunch of nails or stopping quickly 
on a wet street or anything like that. So we have to resort to other 
merchandising tactics in order to assure our customers buying our 
tires. 

For example, we have a road hazard warranty that is 100 percent. 
In other words, we cover every defect that that tire will ever get 
into, even a blowout, or running over a nail: we will adjust the tire. 
It. is a much different warranty than the normal road-hazard war- 
ranty that is carried by other tires. This costs us money. We recog- 
nize that, but we think that perhaps this is a better way to get the 
customer’s confidence—confidence in our product and in our dealers— 
by standing behind each one of these tires that we sell in a more 
comprehensive manner than our competition does. 

I hope I have answered your question. 

Mr. Brown. In other words, instead of getting in and struggling 
with them on their side of the street, you try to-work a different side 
of the street ? 

Mr. Morr. That is right. 

Mr. Brown. That is all. 

Mr. Roosrvett. Proceed, Mr. Moir. So we have a complete under- 
standing, your statement in full will go into the record. 

Mr. Morr. Thank you very much. Our company has established 
a department which has as its principal function the improvement 
of relations with dealers. We are constantly striving to better our 
dealer relations and ferret out the reasons for dealer complaints, 
and we immediately correct the actions of employees who have been 
overzealous in their desire to make a good sales record. We may 
make some mistakes, but we correct them quickly and effectively. 
We believe that we can do as good a job as any person or authority 
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in maintaining dealer confidence. We do not think that this type of 
legislation is required or advisable. 

It is our thinking that the enactment of H. R. 425 could possibly 
create a feeling of suspicion between our dealers and ourselves. The 
supplying company, as a matter of self-protection, would probably 
attempt to fix certain standards of performance in contracts with the 
dealers. 

This definition of performance would be required because of the 
vague language contained in the bill as regards lease cancellations or 
terminations. The words “good faith” have no precise meaning as 
used in the context of the bill. It is difficult for us to conceive of any 
person with sufficient ability to define this phrase with clarity so as 
to make it clear to the supplier or a dealer when his or their action 
is or is not in good faith. 

Even if supplying companies would spell out in detail the standards 
of performance they expect, there would still be room for disagreement 
as to whether or not good faith has been observed. We believe that 
this bill, if it becomes law, could engender and invite litigation which 
would involve complaints having absolutely no merit. 

For the reasons I have just given you, my company is opposed to 
H. R. 425 and H. R. 426. We earnestly request that this committee 
give careful consideration to the effect that such legislation will prob- 
ably have on suppliers, independent dealers and the general public. 

I want to thank you for the opportunity of appearing before your 
committee and for the purpose of giving you the views of my company 
on this proposed legislation as well as answer some of the questions 
you have proposed to us. 

Mr. Roosevett. Thank you, Mr. Moir. I have just a few questions. 

The committee is still intrigued with the situation in Chicago where 
we haven’t had a price war now for 6 years, or of major proportions 
anyhow, whereas in St. Louis we have a rather definite one. 

Could you offer the committee any comments as to your opinion as to 
what is responsible for a stable condition in one area and an unstable 
condition in another ? 

Mr. Morr. I don’t know anything about the St. Louis market. We 
do not market there. I can add my comments along with Mr. Miller’s. 

I am delighted that the Chicago market is as stable as it is. Per- 
haps there are a number of reasons that weren’t brought out this 
morning. 

I think Mr. Chaffetz directed some comments toward a point that 
these so-called chain operators or private brand marketers in Chicago 
are a more sophisticated type of marketer than many of the other 
marketers in some of the other areas. 

I think if you were in Chicago here as a prospective customer, you 
would recognize the fact that they are fine merchandisers; they resort 
to the expenditures of large sums of money for the merchandising of 
their products; they sponsor baseball games; they have television 
programs; they do, in essence, and I am repeating myself, a more 
sophisticated job of merchandising than perhaps the man who would 
resort to price cutting as a means of merchandising. 

I think the distinction this morning that price is not important can 
perhaps be drawn out here, that here are some companies in this 
area, the figures were given this morning, showing quite a sizable 
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increase who have done it by modern merchandising techniques, good, 
sound competitive practices. 

I think that is the only comment that I would care to give. 

Mr. Roosrvet. I don’t know whether you know, but in California 
we have a below-cost law which is aimed at preventing price cutting 
at below-cost level. Has that been practiced in this area at all? 

Mr. Morr. I have never seen it or heard of it in this area. 

Mr. Roosrve.. Does your company sell to any dealers who are 
nonbrand dealers of your company ? 

Mr. Mor. In this area, we sell no dealers who are not branded 
dealers. We sell one dealer, one company outside of this territory. 

Mr. Roosevett. Where is that? 

Mr. Mor. In Ohio. 

Mr. Roosrveit. And that dealer is a nonbrand dealer in competition 
with your dealer? 

Mr. Morr. No, not in substantial competition with our dealer. He 
operates a chain of stations and he is not a price cutter in the sense 
of the word. He operates a series of full service-type service stations, 
in other words, they are not gasoline filling stations. They are not in 
substantial competition with our service stations. 

Mr, Rooseve.t. In what respect are they not ? 

Mr. Mor. In location. 

Mr. Roosrvett. In other words, they are not in competitive loca- 
tions to your own dealers? 

Mr. Morr. That is right. 

Mr. Roosrvetr. Is it the same brand of gasoline that you sell to 
your own dealers in that area? I don’t mean brand, I mean quality. 

Mr. Morr. Yes. 

Mr. Roosrevert. And it sells, as I understand it, at a lower price? 

Mr. Morr. I can’t answer that, but I don’t think it does. 

Mr. Roosrvett. Could you ascertain that for us? 

Mr. Morr. Yes. 

(The information requested is as follows:) 

It was brought out that this company sells gasoline to one concern in the State 
of Ohio which resells under a brand name other than Pure. This purchaser is 


the Bonded Oil Co., and it operates and/or supplies retail outlets in the follow- 
ing cities in the State of Ohio: 


Springfield, Ohio Wilmington, Ohio * 
Toledo, Ohio * Columbus, Ohio 
Marion, Ohio Dayton, Ohio 
Findlay, Ohio Cincinnati, Ohio 
Lima, Ohio Urbana, Ohio 
Marysville, Ohio Zanesville, Ohio * 
Greenville, Ohio Norwood, Ohio 


Troy, Ohio * 


The posted retail price at service stations located in the aforesaid cities selling 
under the Pure brand name as of May 3, 1957, was: 


Regular gasoline: 29.9 cents per gallon 
Premium gasoline: 33.9 cents per gallon 


With the exception of those locations marked with an asterisk, the posted re- 
tail price at Bonded Oil Co. stations was identical with that posted at stations 
selling under Pure’s brand name. Bonded Oil Co. stations, in the four cities 
marked with an asterisk, have posted retail prices as follows: 


Regular gasoline: 28.9 cents per gallon 
Premium gasoline: 32.9 cents per gallon 
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You understand, of course, that the Bonded stations selling under a private 


brand do not enjoy the advertising advantages accruing to those stations selling 
under the Pure brand name. 


In addition to the aforesaid sales to Bonded Oil Co., the Pure Oil Co. also sells 
Bonded limited quantities of gasoline for resale through their private brand re- 
tail outlets in five cities located in the States of West Virginia and Kentucky. 
We do not consider these outlets to be in the Chicago area. 

Mr. Roosreveir. That is all. 

Mr. Sueewan. Mr. Moir, in your comments on H. R. 426, the so- 
called divorcement bill, you bring out the fact that if you are forced 
to or required to divorce your retail operations, in your opinion, due 
to the fact of the large finances required, it will fall into the hands of 
some operators on a chainstore basis. 

Do you want to ennanen on that a little? 

Mr. Morr. I think there has been a great deal of comment given 
on that and I might repeat, Mr. Sheehan, what has been given. 

I wonder where an operator, in view of all the remarks we have 
heard this morning, in difficult times of financing, would find fifty to 
seventy-five to one hundred thousand dollars that may be required to 
buy a service station. 

It would be my feeling that most of the independent dealers who are 
operating our service stations would find it very difficult to obtain that 
kind of capitalization. 

As a result, it is again my opinion that people with money, chains 
particularly, might pick up some of these more desirable locations in 
an area, or even an entire area for purposes of economies of distri- 
bution in which event we have a repetition of the chainstore type of 
distributions versus the independent dealer. 

Mr. SHeenan. If you will remember the testimony this morning, 
it was brought out here that approximately 40 percent of the distribu- 
tion now in the Chicago area is by the so-called independents ? 

Mr. Morr. Yes; I heard that this morning. 

Mr. SureeHan. Therefore, when we are speaking or if we would 
speak of divorcement, we are then, as far as the Chicago market is 
concerned, only talking about 40 to 60 percent of the present people 
in the market; is that mght ? 

Mr. Mor. I don’t know. Iam not entirely clear on how that would 
work, 

Perhaps Mr. Keeland might have a legal point of view. We are 
only trying to read in between the lines as a possible effect of the bill 
without actually knowing too much of the language. 

Mr. SHEEHAN. Suppose we should put the question to the author of 
the bill. 

Mr. Kretanp. Suppose—may I comment, Mr. Sheehan? We don’t 
have the detailed information as to how these private chains or these 
chain stations are operated, whether they may be semi-integrated com- 
panies to the extent that they would have to divorce themselves from 
their retail operations. That may betrueastosomeofthem. I would 
guess that it probably isso. I think that your percentage probably is 
more than 50 percent that would have to divorce themselves. 

We do comment further here if they do divorce themselves, if we 
divorce ourselves, and these stations are bought by the chain organiza- 
tions, it has been the history that they operate their stations through 
salaried personnel rather than through lessee dealers, so our dealers 
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who would be divorced from their opportunity of dealing with us and 
having to deal with a stranger, may find it difficult to find employment 
there unless they can go on a dealer basis, and some of our dealers have 
been with us as long as 40 years; and they are men of advanced age. 

They may find it extremely difficult, if not impossible, to find some 
means of livelihood in the business with which they are experienced. 

Mr. SHEEHAN. One of the problems of our committee has been to 
try and break down this undefinable percentage of dealers who go out 
of business each year, and you will notice Standard Oil did give us a 
breakdown this morning of the various numbers and percentages who 
are in business for 15 years, 10 years, and 5 and 3 years. 

Do you have such figures available ? 

Mr. Morr. Well, let me first say that Mr. Nellis advised me if I would 
determine the dealer changes in the Chicago area in the last 18 
months, which I was able to do, to determine the entire dealer change- 
over on our company on such short notice would be very difficult. 

I would like to offer for the record the dealer changes in the Chicago 
area, and then I would like to answer the second part of your question 
on the percentage of dealers. 

Would that be satisfactory ? 

Mr. SHEEHAN. Yes. 

Mr. Morr. We have 103 service stations in the Chicago area. In 
the 18-month period from November 1, 1955, to April 28, 1957, we 
have had 17 dealer changes. ‘This percent of change for the 18-month 
period is 16.5 percent, based on a 12-month period which is the one 
most used and that is 11 percent. Now, the reason for these dealer 
changes : 

There were 8 dealers who wanted to go out of the service station 
business, 8 out of the 17; 1 retired because of age; 6 got out to enter 
another type of business, and 1 didn’t want the long hours. One 
dealer change involved a dissolving of a partnership. Three dealers 
got out for financ‘al reasons. They were not making enough money, 
and 3 dealers moved to a station in another location. Then there 
was 1 dealer left, that totaled 16, and then this 1 dealer wanted to 
go to Florida and he sold his and we have him hired as a dealer sales- 
man down in Tampa, Fla. 

Mr. Sueenan. In other words, none of the 17 who went out of 
business had their leases canceled by your company ? 

Mr. Morr. No; we haven’t had one dealer lease canceled, according 
to our record, by the company. 

Mr. Surenan. You stated your company has established a depart- 
ment which has as its principal function the improvement of rela- 
tions with dealers. 

Mr. Morr. That is right. 

Mr. SuHeenan. How does that operate ? 

Mr. Morr. Well, in a number of ways. That was handled in a 
rather unorganized way prior to setting up of this department called 
trade relations. In this trade relations, the department handles not 
only dealer relations, but jobber relations as well. Prior to that time, 
our dealer relation program was on a so-called area basis, let’s say, 
the city of Chicago, or the city of Dayton, Springfield, and so on. 
Frankly, we have never felt too much need for an extensive program 
or a type of thing that Mr. Miller spoke about this morning, but we 
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felt that since our competitors were doing it, maybe it was a good 
thing and we ought to get into it, so we are now getting into it. 

Mr. Roosrveur. When did you organize this department ? 

Mr. Morr. Sometime—well, the first of the year. 

Mr. SHeenan. Do you have any idea whether it is going to be—or 
how you are going to select these dealers, or their representatives ? 

Mr. Morr. We don’t know yet, Mr. Sheehan. As a matter of fact 
we are sending questionnaires out to dealers to determine exactly how 
it should operate. 

We don’t know whether we want a dealer panel on a division basis. 
I question very much whether a dealer in Chicago, who might be 
sitting on a panel, can tell a dealer in Lexington, Va., about his busi- 

ness, and we have the feeling that perhaps localized panels may be 
more significant than a general company-type panel. We are at- 
tempting to find that out. 

Mr. SHEEHAN. You see the basis or reasons for asking these ques- 
tions. The gentleman who testified this morning, or this afternoon, 
certified he couldn't reach anybody, but his district man, and in the 
last 2 years we have had many former and existing station operators 
testify that when they did have a complaint against a salesman, or a 
division manager, they had no place to go, and I am sure Mr. Roosevelt 
and myself and Mr. Brown feel 

Mr. Morr. This is exactly one of the reasons that we like to have 
it on a division basis. 

Mr. Surenan. I think it will do them some good, and give them 
a chance to air their views. Do you agree? 

Mr. Roosrverr. I certainly do. I think, as you said, your com- 
petitors seem to be approaching it in either one way or another, the 
dealer contacts such as Standard Oil talked about or other ways. 

Mr. Brown. Mr. Moir, this six-tenths of 1 percent of your stations 
that are company owned 

Mr. Morr. Yes. 

Mr. Brown. The manager and everybody who works at the station 
are your employees? 

Mr. Mor. That is right. 

Mr. Brown. Now, they receive the same wage pattern, and the same 
fringe benefits and all as people who work for the parent company of 
Pure Oil Co., do they, such as pensions 

Mr. Mom. Yes. 

Mr. Brown. And wage opportunities? 

Mr. Morr. Yes. 

Mr. Brown. Now, you have had several years experience with com- 
pany-owned retail outlets, haven’t you? 

Mr. Morr. Yes; in a limited way. 

Mr. Brown. As a sort of a test pattern ? 

Mr. Morr. Yes. 

Mr. Brown. I am interested in the results of that test. Say that 
the sole factor and judgment is economy and distribution at the retail 
level, and Pure Oil sells gasoline and allied products more economic- 
ally through company-owned stations than they did through inde- 
pendent franchised dealers. 

Mr. Morr. In our case, that has not proved to be true. I might 
correct, perhaps, an erroneous opinion you have, Mr. Brown, of why 
we conduct these stations as test patterns. The salary operated stations 
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are not conducted for the purpose of determining test patterns for the 
merchandising—that is, for price patterns or anything like that. 

Mr. Brown. I understand. 

Mr. Morr. When I say test patterns, I am talking about the test of 
let’s say some flags we put up on a service station. The question is 
whether they will be nylon or whether they will be linoleum or what- 
ever it might be. 

We stick them up and watch them. We don’t want to take a lessee 
dealer’s time to do it. So then we have our own—we only have one 
in the Chicago area on the corner of Crawford and Simpson, and in 
that service station, we run everything through there that we have 
such as tire racks, for example. 

We were having a lot of difficulty with tire racks. It may sound 
strange but they were wearing out, and I never heard of a tire rack 
wearing out. This was something new and different until I found out 
the guys were dragging them across the black top and wearing the 
fibers out. 

These are one of the things that, actually, in the long run are of 
significance to a dealer, but they must be tested some place. 

Mr. Brown. I didn’t have an erroneous opinion. I think I knew 
all along what you were talking about, but they also do afford a 
yardstick somewhat in the determination of the cost of retailing 
merchandise and so forth. 

Mr. Mor. I’m afraid not, Mr. Brown. Our costs in our company- 
operated stations are quite high and we have to necessarily have them 
high because we do think that perhaps we wouldn’t—wouldn’t have a 
lessee dealer do it, or put through our regular district pattern simply 
to try them. All of the ideas that go through aren’t good. Some of 
them are pretty bad and some are good. They are all charged to the 
operation of the service station. 

Mr. Brown. Do you feel that you can hire a manager of a com- 
pany-owned station, that is, on the average, that will work at it as 
diligently and put the genuine sales effort behind it than an average 
independent dealer will put into an operation where he has a financial 
stake? 

Mr. Morr. No, sir. 

Mr. Brown. The reason I am asking you this, Mr. Moir, is that we 
have had testimony from 3 or 4 major companies who feel that the 
most economical way to distribute their merchandise is through com- 
pany-owned stations, and that is why there has been a growth in 
their company. 

Mr. Morr. I think it depends to a large extent on the location of 
the stations, the influence of how much money you pay these managers, 
whether you are in a union situation or not, and so forth. 

I think there are so many factors that you can’t use a whitewash 
brush in attempting to say they are or not. So far as Iam concerned, in 
my experience, which has been limited as you can see by the number of 
stations that we have, and we know that we operate them for purposes 
other than a normal lessee would operate his service station, it has cost 
us more money. 

Mr. Neus. In connection with what you have just stated, when 
you say in your letter to us, “We consider all outlets selling products 
of the Pure Oil Co. as being self-sustaining,” you did not mean that 
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these company-operated stations do not operate at a lower margin of 
profit than the other types of stations? 

Mr. Morr. Well, I think I was generalizing in that statement. By 
the same token, how much we can charge for advertising against try- 
ing something out, would you rather confine it to a service station or 
would you rather have it fail over 500 or 600 lessee dealers ? 

Obviously, the cost would be much less were you to confine it and 
try it out, even though it did cost you something at that particular 
location. That is what I meant. 

Mr. Neuuis. So that actually, sometimes, these company-operated 
stations, because of the circumstances you just mentioned, might con- 
ceivably operate at a loss? 

Mr. Morr. I don’t say it is a loss. 

Mr. Netuis. I mean at a dollars-and-cents loss as distinguished from 
the experience you gain from advertising the various products ¢ 

Mr. More. You never lose any money, according to the advertising 
people in our office. However, not being an expert—any money that is 
spent for advertising is never lost. [Laughter ] 

Mr. Netuis. Mr. Moir, when you said a little while ago that there 
was not one lease cancellation that you knew of, I take it you didn’t 
mean that there hadn’t been any leases canceled by mutual agreement 
by lessees and yourself to go on consignment ? 

Mr. Morr. Yes; we have had mutual cancellations for financial 
reasons. I mentioned three here not making enough money. And 
that was on the dealer’s part; it was a mutual cancellation. Three 
dealers out of the 17. Six of them had cancellations to enter other 
types of businesses. ‘ 

We also have this exit interview procedure that Mr. Miller talked 
about this morning. When we lose a dealer we like to find out why, 
and we do find out and attempt to find out just why he is canceling 
his lease with us or why he wants to change, or why he wants to get 
out of business. This is what this summary is made from, as a mat- 
ter of fact. 

Mr. Netuts. Mr. Moir, I had reference, rather, to the situation 
where there was a dealer-lease cancellation, an immediate switch- 
over to a consignment operation, and I am wondering whether you 
are familiar with the Lewis case in Detroit, Mich., in a lease written 
October 12, 1956; where, apparently, the lease was canceled by mutual 
consent, and apparently, the same day, a consignment agreement was 
entered into. 

Are there many of those cases that you have not tabulated yet? 

Mr. Morr. We do not have any cancellations of a lease, of a lessee 
dealer, of a lessee-dealer operation, at our instigation to go into a 
consignment, and we say so in our statement. When a dealer wants 
to do that, we will do it for him, if we think it is to his-best interest. 
We will counsel with him and go into both sides of the question with 
him, but if he definitely wants it, we will do it with him. We say 
that in our statement. 

Mr. Netiis. The committee has much evidence in the record now— 
and I was wondering how this would affect your company—to the 
general effect that consignment agreements and commission operated 
stations are on the increase, and this may be one means of reducing 
the extent to which the so-called independent lessee remains inde- 
pendent. 
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I take it you do not find that to be the experience of your com- 
pany ? 

r. Morr. No. As a matter of fact, as I mentioned in this state- 
ment, we will put a man, if he hasn’t the money, or he wants to be 
trained in the matter of operating a service station on a consignee 
lease. If, after a period of time he has been able to save enough 
money to buy his gasoline or his other consigned products on a 
straight lessee basis, and he wishes to go into a lessee-dealer relation- 
ship, we do it. 

Mr. Neuiis. Mr. Moir, you stated that in February of 1956, you 
adopted and authorized a 3-year firm period lease. 

I am wondering could you be able to tell us if the majority of your 
leases in the Chicago area are of 6-month, 1-year, or 3-year type at 
this time ? 

Mr. More. I would say, and this is an offhand guess, that the ma- 
jority of leases in our Chicago area are of the 6 months’ duration 
of our lessee dealers. 

The experience has been rather similar to that of Mr. Miller. 
When we developed the 3-year lease, we though we would get a great 
many dealers who wanted a 3-year lease. We offered it to a lot of 
dealers, and our response has not been as great as we had anticipated 
when we drew up the instrument. 

Mr. Roosrveitt. What do you establish in offering it to a dealer? 

Mr. Mor. We ask that the dealer be with us at least 2 periods of 
a 6-month lease so we get an idea as to whether he likes us, whether 
the climate for the operation is successful, and so on, and then we 
offer it to him. 

Mr. Roosrvett. At the end of the second 6 months’ period you give 
him a choice ? 

Mr. Mor. He has a choice. 

Mr. Roosevett. Do you explain the advantages of each type of 
lease ? 

Mr. Morr. That is correct. 

Mr. Roosrvett. This new policy of the 3-year lease was instigated, 
I believe, as a result of a conversation we had a couple of years ago 
with this committee. 

Mr. Morr. I think so. 

Mr. Neus. One last question. Further reverting to this state- 
ment which you submitted and which I find exe ellent, would you tell 
us whether or not a dealer in a given trade area, which I presume 
you have defined, will receive the “subsidy whether or not he reduces 
his price? 

Mr. Morr. When we determine a dealer needs a subsidy on the 
basis of what we considered the retail price he should post, in order 
to meet, his competition he gets that whether he posts it or not. 

Mr. Netuts. With reference to the trade area, I take it you have 
some sort of company study that determines whether a dealer on 
one street gets it and a dealer on the next street is out of it? 

Mr. Morr. I think one of the hardest things, Mr. Nellis, in our 
trading area is the matter of defining it. I don’t know of anybody 
who has come up with a formula of describing a trade area per se. 
Naturally, there are going to be overlaps, and to a large degree the 
thinness or thickness of your distribution at that particular point, 
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whether the station in question is on an arterial highway leading 
into other parts of towns, there are a great many factors. 

However, in our trying to determine the extent of the trading 
area, we tried to determine it on the basis of all competing Pure Oil 
dealers that may be affected in that area. 

Mr. Newuis. You have had applications from dealers outside the 
area who are contiguous to it, and want to get in on the subsidy being 

aid ¢ 

Mr. Morr. Yes; we have. If we have determined this trading 
area, we do occasionally, not often, because we try to bend over back- 
ward not to leave anybody out that may be affected, but we do get 
answers in ic ye 

Mr. Brown. No questions. 

Mr. Roosrveit. Mr. Moir, we want to thank you very much for 
your very helpful cooperation and contribution to the committee. 

Thank you. 

We will take a 5-minute recess for the benefit of the committee and 
the reporter. 

(Whereupon, a recess was taken, after which the following pro- 
ceedings were had :) 

Mr. Roosrvett. The committee will resume in session. 

Will Mr. Underwood please come forward. 

Mr. Roosrvetr. Will both of you gentlemen please raise your right 
hands ¢ 

Do you solemnly swear the testimony you are about to give to this 
committee will be the truth, the a truth, and nothing but the 
truth, so help you God ? 

Mr. Unperwoop. I do. 

Mr. Roosrvetr. Will you please identify yourself? 

Mr. Unpverwoop. H. J. Underwood, manager, Shell Oil Co., Chi- 
cago Marketing Division. 

Mr. Huei. E. A. Hugill, Jr., general attorney, Shell Oil Co. 


TESTIMONY OF H. J. UNDERWOOD, DIVISION MANAGER, CHICAGO 
DIVISION, SHELL OIL CO., ACCOMPANIED BY E. A. HUGILL, JR., 
GENERAL ATTORNEY, SHELL OIL CO. 


Mr. Hueuw. Mr. Roosevelt, before Mr. Underwood begins his 
statement, as you know, Mr. Jordon appeared before your committee 
in Washington and described the policies of the company and it has 
been our thought in connection with your hearings for you to know 
that not only do we have fine high-sounding policies, but that in 
fact they are known to our field personnel, and are actually carried 
out in the field. 

It is for those reasons that we had a witness appear before you in 
Los Angeles and now here. 

However, we are not in a position to answer particular charges 
which are made before this committee at this time. For example, 
Mr. Edwards who appeared here today was not known to us before 
this afternoon. 

We did not know he was going to testify. Moreover, he is not in 
our Chicago division, and, hence, at no time has been under Mr. Un- 
derwood’s supervision. We have also heard, however, that there are 
two other Shell dealers who will appear here. 








86 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Mr. Roosevett. I believe we supplied you with their names. 

Mr. Hue. I have just now received their names, and I think, 
again, you will appreciate that we will hardly be in a position to 
answer the specific charges of those dealers since at this time they 
are unknown to us likewise. 

I am merely stating that we will carefully check the facts in line 
with the suggestions you have made in the past and knowing what 
the policies of the company are, if those charges are borne out by the 
facts, you can rest assured that severe disciplinary measures will be 
taken because those are our policies. 

At the same time, I cannot help but wonder whether it might not 
be better for your committee to hear both sides of a charge at the time 
the charge is made so that you can weigh the credibility and the pro- 
bative value of the charges when they are made. I can’t but help oa 
it would be to your advantage had we known of these names, say, 3 
or 4 days ago so that we could have prepared an answer and stated to 
you our answer right here and now when it is uppermost in your mind. 

At the same time, I might sympathize with your staff. I know that 
they, themselves, did not have these names until today, and under 
the circumstances, could not have given them to me, according to 
what they have advised me. 

Thank you. 

Mr. Roosrvetr. Thank you, sir, and I think your suggestion is an 
excellent one. Frankly, I, for one, would like to see that put in prac- 
tice. However, I might say that not being a standing committee of 
the House, we don’t have the staff or the funds to do as good a job as 
we would like to do in the interest of the small- business people with 
whom we are concerned, but I think your point is well taken, and 
whenever we can, we will follow it. In the meantime, I assure you 
that any rebuttal which you make relative to the testimony of any of 
your dealers will be very c carefully considered, and I am sure I can 
speak for my colleagues in saying we will read it just as carefully as 
if it had been presented before us in actual open session. 

Mr. Hue. Thank you very much. 

Mr. Roosrveit. Mr. Underwood, will you proceed, sir. 

Mr. Unperwoop. Yes. Mr. Chairman, at about 2:30 Mr. Murray 
asked me to submit my statement to the committee and reduce the 
essential points therein to digest form so I can very quickly present 
it to you. 

Mr. Roosrvertt. However, it will be incorporated in the record in 
its entirety. 

Mr. Unverwoop. In that connection, sir, I have given you exhibits 
which may or may not be mentioned in this digest. 

Mr. Roosrvett. Without objection the exhibits will be placed in the 
record as attached to your testimony. 

Mr. Unprerwoop. Thank you, sir. 

(Mr. Underwood’s statement in full and the documents referred 
to above entitled exhibits A, B, C, and D are as follows:) 


STATEMENT BY H. J. UNDERWOOD, Division MANAGER, CHICAGO DIVISION, SHELL 
Ort Co. 


My name is H. J. Underwood. I am manager of Shell’s Chicago marketing 
division. This division includes the eastern half of Wisconsin, north-central 
Illinois and most of Lake County, Ind. 
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I would like to express both the company’s and my appreciation for the 
opportunity to appear before this subcommittee and discuss with you Shell’s 
marketing policies and operations in this area. 

The heaviest concentration of service stations in the Midwest is in the Chicago 
metropolitan market, which comprises all of Cook, Lake, Dupage Counties in 
Illinois and most of Lake County, Ind. Operating in this market are approxi- 
mately 4,800 gasoline retail stations selling 35 or more different brands of 
gasoline. 

Shell does approximately 11 percent of the business here, which is a some- 
what lesser percentage than that which we enjoyed back in 1952. This gasoline 
volume is sold largely through independent dealer stations. Actually, less than 
12 percent of our outlets are commission stations. The most significant feature 
of the Chicago market for Shell is the large number of dealer-owned stations. 

Insofar as the market as a whole is concerned, the outstanding characteristic 
is the impressive growth of local brand cut-rate marketers. In the period 
since World War II these people have increased their share of the market 
from approximately 8 percent to 28 percent. Even within the last 5 years this 
growth continues and continues as evidenced by the following figures: 





1952 1956 | Percent of 

| increase 
as : L ps2 us -| —|- isk ate 
IEE dnienwxenies paar dae cel aa ee > _| 49, 804, 999 | 1, 000. 1 
Ryan Bros.. ee ae Feee eee ence ae 7, 686, 771 | 282. 7 
0 RE a rae eres biwdindicacks Jodticoashsdh Se be Fa 256. 0 
DOR sch patiecndttiesinnpasaensewiidn wees tas igatgceponeeed | 4, 222, 920 7, 224, 947 | 71.1 
Welco Ba ee ie | 14,075,044 | 19, 200, 390 36. 4 
Martin es ccunddnne wie eter ame ete ae ee aan | 41, 423, 411 56, 251, 141 35.8 
DR DOIN ed avian’ cccaconcdt. cd donc aculudl 35alcdsuuleuse~4)) a ee 13, 300, 400 25.9 
Bulk Service........--- esis StiR tiie hac R ees eek laiies 13, 118, 809 16, 229, 236 23.7 
ad ae 3, 584, 007 4, 167, 864 16.3 
See NS ot es oe eS eee lag 6, 870, 972 5, 756, 008 (16. 2) 
Total..... si re A ce ape Ria ha aiie iae eace aces 115, 898, 285 | 250, 933, 091 116. 5 





During the same period Shell’s reseller sales in the same area increased only 
18 percent. 

We in Shell have watched this development with considerable interest. This 
is not an oddity or “fad” type of operation; on the contrary, it is an ex- 
tremely effective concept of petroleum marketing. It features aggressive, well 
organized, strategically located, clean “filling” stations. I use the term “filling” 
stations, rather than service stations, because the basic concept of this operation 
is large volume turnover (at lesser retail margin) of high quality gasoline. Other 
revenue-producing sales and services, such as washing, lubrication, TBA, motor 
tune-up, ete., are either played down or entirely ignored so as to devote full 
time, effort, and available facilities to the concentrated tasks of getting motorists 
in and out of the station to purchase their gasoline requirements. 

The entire operation is supported by some of the most expensive and effec- 
tive advertising campaigns known to the oil industry in Chicago; for exam- 
ple, one independent chain operator in 1956 spent approximately $1 million 
on its advertising program, including television, radio, radio newscasts, and 
extravagant bulletin boards. 

I might mention as an aside that these stations generally are operated on 
either a salary or commission basis, or a combination of the two methods. 

I would like to present our concept of the respective roles of our independent 
dealers and of our commission stations in the Chicago market. As Mr. Jordan 
has often expressed it, Shell’s basic philosophy is that our long-range interest 
is best served by an independent businessman whose desires and initiative are 
directed toward the same goal as Shell’s. I believe that this view is well illus- 
trated by the fact that over 88 percent of our retail stations in the Chicago 
metropolitan market are run by independent dealers. 

We use our commission stations to open new locations in order to test their 
potential before leasing them. We also employ them to enable a prospective 
dealer to get into the business with a minimum investment. Let me give you 
two typical examples : 

Mr. R. I. took over a station August 1, 1953, as commission manager with 
Shell financial assistance. In 2 years his operation generated sufficient capital 
to purchase the gasoline inventory, pay his bills, lease his station, purchase a 
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Cadillac, two service trucks, not to mention the acquisition of a very com- 
fortable residence. 

Mr. C. P. started with Shell as a commission manager in 1951, subsequently 
earned enough money from his station to purchase a large garage 1 mile from 
his station and also enough to lease the station from Shell on a long-term basis. 
Incidentally, Mr. C. P. has become vice president of his local chamber of com- 
merce; his wife is on the school board; he has two lovely daughters, one going 
to college next year. In addition, he owns a motorcycle pickup, two delivery 
trucks, and a personal car for both himself and his wife. Moreover, he has 
purchased a very beautiful home in the suburbs. 

I would like to clear the record of a popular misconception that there is a 
large dealer turnover due to financial difficulties. We have maintained accurate 
records on this problem. In 1955, taking all dealer changes for whatever reason, 
the percentage of change amounted to 22.6 percent. In 1956, this figure declined 
to 20.8 percent. However, most of these changes were due to reasons which we 
believed do not properly reflect turnover. For example, 28 dealer changes in 
1955 were occasioned by the fact that Shell lost its underlying property interest 
by virtue of condemnation, refusal of its lessor to renew, loss to competition, 
zoning reclassification, ete. Likewise 40 changes were due to these causes in 
1956. Other changes were brought about by retirement of the dealer, dealer 
leaving the station to take another station, death, or ill health of the dealer, call 
to military service, etc. When these facts are given their proper value, the turn- 
over becomes 13.5 percent in 1955 and 10.1 percent in 1956. Finally, the turn- 
over attributable to financial reasons represents only 2 percent in 1955 and 1.46 
percent in 1956. Gentlemen, this picture certainly doesn’t represent the gloom 
and doom which has been bruited about by certain professional officers of trade 
associations which purport to represent dealers in general. 

While much has been said about dealer turnover, we feel that the facts regard- 
ing dealer stability and prosperity have been neglected. We have again examined 
our records and find that 416 of our dealers have been associated with us for 
5 years or more, or since the station was originally opened. I feel at this point 
that it would be appropriate to mention a few actual cases of successful dealers 
(and believe me, I could cite many, many more). 

Mr. L. W. started as a Shell salary service station attendant 28 years ago. 
25 years ago he leased from Shell a fee property with total assets of $300 
borrowed from friends. Today he owns 5 apartment buildings valued at over 
$100,000. In 1955 we sold him the service station which he has operated for the 
past 25 vears. 

Mr. J. L. H. became a Shell dealer in 1953, had a total of $500 cash. He got 
a personal loan of $1,000. Was living in a house trailer. In 1955 sold out to 
take a new Shell station, and at the present time his net worth is in excess 
of $16,500. 

Mr. V. H. took over Shell station 23 years ago with $475 cash, most of which 
was borrowed. Station then averaged 1,500 gallons a month, now doing 30,000 
gallons per month. This Shell dealer is a leader in his community, has varied 
real estate holdings in addition to his $40,000 home. His net worth today is 
well over six figures. 

Messrs. X and Y. Partners entered service station 1931 with $1,800 horrowed 
eapital. This investment has grown to $90,000 in addition to which they own 
business property and each have homes valued at $50,000. They are active in 
community affairs, trustees of their village, and president of the chamber of 
commerce, etc. 

Mr. G. A. He has been a Shell dealer for 27 years, and started with $800. He 
moved twice to better Shell service stations during this period. Stock and equip- 
ment are now valued in excess of $10,000. He owns free and clear a six flat 
apartment building and home in California to which he plans to retire. His net 
worth somewhere in the vicinity of $200,000, the bulk of which came from the 
service station business. 

Mr. L. L. started October 1944 with $1,000 cash plus a loan of $1,000. Today 
owns $30,00 home and with partner has built a garage adjacent to the station 
valued at $60,000. His accounts receivable average $13,000 monthly. He says 
“Shell has been good to me, with good products and service, and how could I 
have Jost.” 

Mr. W. J. F. Started in service station business 1951 with a loan of $4,500 
from his father-in-law. Has since built his own home, valued at $17,000, stock 
and equipment is valued at $6,100. 
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Mr. J. M. A Shell dealer for 7 years, own 2 cars, securities, netted $12,000 in 
1956. 

Mr. H. K. Shell dealer over 25 years, has $30,000 home, Cadillac, new Ford 
convertible, owns 3 pieces of property. 

Mr. W. M. Shell dealer 21 years, owns a home valued at $35,000, has 1956 
Oldsmobile and 1956 Ford. Also owns service station which he leases to a 
eompetitor of Shell’s. 

Mr. 8S. T. Has been Shell dealer for 9 years, owns home worth $25,000, 
other property valued at $30,000, plus two 1956 Lincoln automobiles. 

Inasmuch as we have emphasized the subject of good dealer-supplier relation- 
ship, we felt you would be interested in the steps taken here in Chicago to 
achieve this objective. While some of these programs are of recent origin, 
most of them go back a number of years and we feel they have resulted in one 
of the best dealer relationships in the oil industry. Our program has two 
factes, one, education of sales personnel beginning at the time of their employ- 
ment and, two, advising the dealer of his freedom and independence when he is 
installed in his station. In the case of sales personnel, part of their training 
program is devoted to the proper relationship of Shell personnel with dealers, 
specifically pointing out the differences between salesmanship and coercion. An 
example of the material used in this training is exhibit A submitted herewith. 
This program is a continuous one for which our district supervisory staff is 
responsible. Our district managers are constantly on the lookout for indications 
of salesmen who might be inclined towards high pressure methods or other 
behavior that might jeopardize our good dealer relationship. In those cases 
we counsel with them and require them to undertake retraining. Should they 
repeat, we part company either through accepting their resignation or by dis- 
charge. In the last 5 years we have experienced 6 instances where this type 
of separation has taken place. In addition, each employee at the time he is 
hired is given a comprehensive letter entitled “basic requirements of the Antitrust 
Laws”; this is exhibit B attached. Our personnel manager, in charge of sales- 
man training, is required to review this letter with each new employee. 

Similarly, at the time a new dealer is installed, we inform him of his freedom 
of choice. Each is furnished a letter attached to their copy of the executed 
lease which refers them to the lease and sales contract. The letter bluntly states 
that these documents do not contain a single provision obliging the dealer to buy 
his TBA requirements through shell. A copy of this letter is enclosed as exhibit 
C. With your permission I would like to quote from paragraph 3 of this letter: 

“We believe that merchandise must be sold on its quality, reasonableness of its 
price and its public acceptance, rather than by contractual provisions. These are 
the factors which guide us in the distribution of petroleum products under the 
Shell brand and in the selection of the lines of tires, batteries, and accessories 
which we promote. Consequently, if you again refer to your contracts with us 
you will not find a single provision obligating you to buy your requirements of 
these items from or through us.” 

We have not left to chance the continued practice of good dealer-supplier 
relationship. We have taken steps to establish an additional method of com- 
munication between dealers and the responsible Shell management at every 
level. The initial effort along this line (started, I would like to say, here in 
Chicago) was the dealer panel. 

We have conducted 37 dealer discussion panels. Each district panel is composed 
of from 6 to 10 dealers. The members are rotated so that eventually all dealers 
in a district will have served on a panel. After the panel meeting is opened, 
Shell’s representatives withdraw. The dealers then elect a chairman and pre- 
pare an agenda for discussion. Shell’s management group returns and the items 
on the agenda are discussed. To give you some idea of the wide variety of sub- 
jects which have arisen in dealer panels we list the following: 

1. Local meetings held in evenings by salesmen for dealers in his territory to 
present programs or discuss phases of service station business. 

2. Give faster credit card service to dealers’ customers. 

3. Develop supplementary income ideas. 

4. Give closer attention to individual dealers which would necessitate assign- 
ing each salesman fewer accounts. 

5. Give more merchandising assistance to dealers at the station. 

6. Make wives feel more a part of the Shell family by having annual meetings 
such as our present Carol Lane luncheons—for dealer’s wives. 

7. Development of TBA credit program for non-credit-card holders. 

8. Change in training programs operated by us for dealers. 








90 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Largely because of the constructive results arising from these dealer dis- 
cussion panels, management has decided to expand the plan to incorporate a 
system of division and regional dealer councils. This system is described in 
detail in exhibit D attached. 

In closing I would like to mention the results of a special dealer meeting 
which was held in Chicago on April 15, 1957, for the purpose of determining 
our dealers’ views on pending legislation affecting the retail marketing of gaso- 
line. They are as follows: 





| For | Against 
ate dneniaiititl teieciilbitdenatittainmpcenigtti th. | ten catpieencctel chsinntnee 
8. 11 (*‘equality of opportunity’”’ bill) -_--- : cat 75 | 211 
ee Re ee Oa Oe es a One ee ee | 71 206 
H, R. 426 (general divorcement)_.-.__-_-..---...-- oe alae te SE ees 56 | 231 
H. R. 427 (consent decree publication) -_.__........._---. ed ; 1 56 | 211 
H, R. 428 (TBA divorcement)__.__....-.-.------- maidca eee | 61 | 226 
H. R. 432 (injunction case costs)_..........-----.-------- sitet ae ‘ 207 65 


We think that this vote indicates Shell dealer concurrence in our belief that 
the most constructive and effective approach to the problems which have been 
described to your subcommittee is through improved dealer-supplier reiation- 
ships rather than through legislation. 

Thank you. 

UNDERWOOD Exnuisit A 


SELL, Don’t TELL 


Some suppliers seli their products in their own stores directly to consumers. 
Others sell to wholesalers or retailers—independent dealers. The choice is 
dictated by business considerations—and the suppliers’ salemen who distribute 
through independent dealers should know that there is a vital difference. 

Advantages in selling through dealers flow directly or indirectly from the fact 
that dealers are not employees of their suppliers; hence, suppliers pay no social- 
security taxes on their dealers’ earnings; suppliers’ costs are not increased when 
dealers choose to work longer hours to improve their business; there is no 
income-tax withholding; and a multitude of accounting and other details are 
avoided. Above ail, suppliers share the benefits of added business which results 
from the dealers’ natural drive to achieve success. But suppliers who wish to 
enjoy these advantages must be prepared to accept the restrictions, as well. 

A supplier must constantly remember that the dealer is an independent busi- 
nessman. He may buy and sell what he wants, at such times as he desires, 
and charge such prices as he may determine. If the dealer’s ideas do not 
coincide with those of his supplier, the supplier has a selling job to do. And 
it must be selling, not telling. 

There are both legal and business reasons for this. Detailed control of a 
dealer’s operations may place upon the supplier all of the obligations of an 
employer, and coercive methods to control a dealer’s prices or the products he 
earries may run afoul of the antitrust laws. Thus, the supplier’s policies must 
rule out all compulsion and threats, and his salesmen must follow his policies. 

After all, the dealer who has been sold is a better customer than the dealer 
who has been told. 

E. A. HuGILt, Jr., 
General Attorney, Shell Oil Co. 


UNDERWOOD EXHIBIT B 


CERTAIN BASIC REQUIREMENTS OF THE ANTITRUST LAWS 


From time to time all marketing personnel have been informed by the company 
of the requirements of the antitrust laws and of the policy of the company to 
comply fully with their provisions. Mr. Jordan, our vice president in charge 
of marketing, recently described our policies to a congressional committee, but 
charges are being made that some of our salesmen and other representatives 
do not carry out these policies. It is therefore deemed advisable to provide 
again a brief description of the requirements of these laws and to restate the 
company’s position with regard to the conduct of its representatives in the light 
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of these laws. Any salesman or other representative of the company who 
violates these policies is subject to disciplinary action. 

Following is a very general summary of the types of certain business conduct 
prohibited by the Federal antitrust laws (i. e., the Sherman, Clayton, Robinson- 
Patman and Federal Trade Commission Acts). It is intended, however, only 
to provide general principles of guidance and not a specific tool to decide doubtful 
eases. Since it is necessarily oversimplified, the fact that any particular action 
is not specifically covered herein should not be taken as an indication that it is 
necessarily permissible. Also included is a brief statement concerning the State 
laws which regulate trade. 

The importance of full compliance with the Federal and State antitrust laws 
is apparent from an examination of the possible consequences of their violation : 

1. The individuals who participate in the violation may be fined or imprisoned. 

2. The company may be deprived of the right to do business in a particular 
State. 

3. The company may be fined. 

4. The company may have to pay to an injured person three times the amount 
of his damages plus a substantial legal fee. 

5. The company may be enjoined from engaging in certain practices even 
though they are legal (when considered as a part of a practice indicative of an 
unlawful intent), thus being placed at a disadvantage with competitors who are 
not so enjoined. 

6. Legislation may be enacted to impose a public utility status on the industry. 

7. Divorcement of the company’s marketing facilities may be effected. 

The most common charge against Shell and other suppliers is that Shell 
coerces its dealers—tells them what to buy and sell and the prices they must 
eharge for their products. Thus, we are charged with what are commonly 
referred to as exclusive dealing and resale price maintenance. 

Exclusive dealing 

It is unlawful to sell a commodity upon the understanding that tthe purchaser 
will purchase exclusively from the seller, where the effect may be substantially to 
lessen competition. For this reason, our agreements for the sale of Shell 
products are not “entire requirements” contracts—they do not require exclusive 
dealing in our products. Our agreements with dealers simply provide for the 
purchase from us of such quantities as the dealers shall order from us, in some 
cases subject to certain minimum quantities (50 percent of estimated needs of 
gasoline and lubricants), but the dealers are free to purchase from others. There 
is no requirement that the dealers purchase any TBA sponsored by us. 

Moreover, we may not accomplish exclusive dealing by coercive methods. We 
may not threaten the resellers with cancellation of their arrangements with Shell. 
We may not threaten not to renew those arrangements. However, the law does 
not prohibit the accomplishment of exclusive dealing by genuine salesmanship. 

It is not simple, at times, to draw the line between conduct which is salesman- 
ship and conduct which is tantamount to coercion. It is advisable to stay well 
back from the line. One judge has provided the following description : 

“You know, you have heard of the terms ‘exposition’, ‘persuasion, ‘argument’, 
‘coercion’. 

“They are different steps. They are graduated steps that I suppose every sales- 
man goes through, except perhaps the last. 

“In exposition one may expound the merits of that which he has to sell; he may 
explain its nature and by his exposition make a clear picture of what he has. 

“By persuasion he may endeavor to persuade the person to whom he is talking 
to accept that which he has to offer. 

“There is little advancement in his further progress, to argue. 

“Persuasion means something softer than agrument, perhaps, but he may argue 
With him, and argue with him the respective merits of his produt and other 
products being offered to the person to whom he makes his offer. 

“All of these are proper. 

“He may not go beyond that and use something that is within his power to use 
as a club to coerce the person to accept that which he has to offer.” 

Resale price maintenance 

A seller of a commodity may not control the prices at which his purchasers 
resell them except pursuant to the fair trade laws in States where those law are 
in force. Shell does not “fair trade” its products, Resale price maintenance 
under any other conditions is unlawful. Price fixing between competitors (e. g., 
2 wholesalers or 2 retailers) is never permissible. 

92285—57—pt. 47 
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Resellers of Shell products must be absolutely free to determine the prices 
at which their products are resold. They may, however, wish our advice, in 
which event we may give them the benefit of our knowledge and experience and 
describe the advantages and disadvantages from their viewpoint of being com- 
petitive, but we may not cross over the line from salesmanship to coercion. 
Since the presence of a “C” station in an area where Shell has dealers may be 
charged to be a resale-price-maintenance device, extreme caution should be 
observed in talking with dealers who compete with a “C” station. 

Price discrimination 

We are also charged on occasion with price discrimination. Under the Robin- 
son-Patman Act, it is unlawful to discriminate in price between different pur- 
chasers of commodities of like grade and quality where the effect of the dis- 
crimination may be substantially to lessen competition. An illegal discrimination 
may result not only from differences in the quoted price but from difference in 
discounts, or in the furnishing of extra services, equipment, or selling aids. We 
are sometimes charged with favoring one dealer over another. It is also 
unlawful knowingly to be the recipient of discriminatory favors as well as to 
grant them. 

No violation of the act is involved if one or more of the following conditions 
is present : 

(a) The lower price to a particular purchaser is made in good faith to meet 
(but not to beat) an equally low price of a competitor. 

If this defense is to be relied upon, we must be able to prove the existence of 
the competition to be met, preferably by a copy of the competitor’s price offering 
to the customer, or, if not available, by an affidavit of the customer. If neither 
ean be obtained, the minimum requisite would be a file note by our representative 
giving details of his knowledge of the competitive price situation. 

(b) No injury to competition can result from the discrimination. 

For example, when the two purchasers are in entirely different lines of busi- 
ness or so widely separated geographically that neither they nor any of their 
customers compete with one another, in the normal case different prices may be 
charged. 

(c) The price differential is made in response to changes in market conditions 
or in the marketability of the goods sold. 

Thus, in the event we increase our prices generally, we may charge new or 
noncontract customers the higher price even though we are obligated by contract 
to continue the lower price to our present contract customers. 

(d) The price differential is such as to make only due allowance for the 
differences in the cost of manufacture, sale, or delivery. 

Aside from differences due to varying transportation costs, this justification 
has proved extremely difficult to establish. 

Most activities which violate the antitrust laws mentioned above also con- 
stitute unfair methods of competition which the Federal Trade Commission has 
power to order stopped under the Federal Trade Commission Act. The FTC 
also has power to stop other unethical trade practices including commercial 
bribery, misbranding, misrepresentation of quality, simulation of competitors’ 
trade names, and disparagement of competitors. 

Many practices, such as exclusive dealing, resale-price maintenance, and price 
discrimination, are also prohibited by the laws of some States. Other State 
statutes also are of significance. 

Thus, sales below cost are prohibited by some laws. Certain of these laws 
are of general application; others pertain just to motor fuel. The determina- 
tion of cost of a service-station operator in the sale of gasoline is not simple— 
some statutes presume that cost is what a cost survey has found it to be, while 
others require an arbitrary markup. 

Many States have laws which prohibit what is called locality price discrimi- 
nation. These laws make it unlawful (if done with the intent to injure or 
destroy a competitor or create a monopoly) to sell at a lower price in one local- 
ity than in another, making due allowance for differences in cost of transporta- 
tion. 

Although included within the general concept of price discrimination, atten- 
tion should be directed to State laws against secret rebates, refunds, discounts, 
and special services not extended to all who are similarly situated. Thus, in 
granting temporary voluntary allowances to dealers, care must be taken to 
assure equal treatment to all dealers who compete with one another. 
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UNbDERWoop Exuisir © 
SHELL OIL Co., 
Chicago, Il. 

DEAR SHELL DEALER: We in Shell are proud of our dealer representation. It 
is a pleasure for me to welcome you as a newcomer to this group. We are confi- 
dent that this relationship will prove to be both profitable and pleasant. 

Attached are fully executed copies of your lease and gasoline sales agreement 
with us. As your receipt for these contracts, we would appreciate your acknowl- 
edging and returning to us a copy of this letter. 

We are also proud of the full line of gasolines, motor oils, greases, and special- 
ties we are in a position to supply you, and of the quality tires, batteries, and 
accessories readily available to you through our arrangements with the Firestone 
and Goodyear Cos. We believe that merchandise must be sold on its quality, 
reasonableness of its price, and its public acceptance, rather than by contractual 
provisions. These are the factors which guide us in the distribution of petroleum 
products under the Shell brand and in the selection of the lines of tires, batteries, 
and accessories which we promote. Consequently, if you again refer te your 
contracts with us you will not find a single provision obligating you to buy your 
requirements of these items from or through us. 

We will solicit your business for each of these items because this is a business 
in which we are engaged and because we feel that they will contribute to your 
overall success as a service-station dealer. The extent to which we will enjoy 
your patronage must depend upon your voluntary acceptance of our products 
line and the service that we are able to render. 

Your business, which we at all times will solicit, will be very much appreciated. 

Yours very truly, 
District Manager. 

Receipt acknowledged : 


UNDERWOOpD ExuIBiIt D 
SHELL OIL Co., 
March 1, 1957. 

From: Vice President Marketing. 

To: Division Manager (10): Albany, Atlanta, Baltimore, Boston, Chicago, Cleve- 
land, Detroit, Honolulu, Indianapolis, Los Angeles, Minneapolis, New Or- 
leans, New York, Portland, Sacramento, St. Louis, San Francisco, Seattle. 

Subject: Shell dealer councils. 

With reference to your replies to our letter number 57-4 of January 18 and the 
discussions on this subject at the sales managers’ meeting conducted last week in 
Chicago, we are announcing the revised format of the Shell dealer councils. 

The attachment incorporates in detail the revisions on the organization and 
functioning of these councils. For your information, the following changes in 
the suggested plan have been made: 

1. Regional councils will be established in lieu of a national council. 

2. The dealer council at the division level will be conducted in April of this 


3. The regional councils will meet in May of 1957. 

t, Divisions shall continue with the district dealer panels as in the past. The 
divisional and regional councils are not intended to replace these district panels ; 
rather, they shall supplement the district panels in achieving the desired objec- 
tives. 

(For purposes of general understanding, we shall refer to the district confer- 
ences us panels and the divisional and regional conferences as councils. ) 

To inform your dealer organization of this program, you or your sales manager 
should announce the establishment of the divisional and regional councils at your 
forthcoming spring dealer meetings. 

It is our plan to publicize this expanded program to the trade journals after 
such an announcement has been made to our dealers. 

We are deferring the creation of any jobber councils for the present. However, 
you should continue to conduct jobber meetings or conferences as deemed appro- 
priate with the needs of your division. 
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We again emphasize the importance of these dealer councils to improve the 
dealer-supplier relationship as related to the economic and political climate 
that currently exists. 

J. D. JORDAN. 
ec: Vice president, Midwest marketing divisions. 
Vice president, east-coast marketing divisions. 
Vice president, west-coast marketing divisions (10). 
General manager, head office marketing departments. 
Assistant to general manager, head office marketing departments. 
Sales assistants to vice president, Midwest marketing divisions. 
Sales assistant to vice president, east-coast marketing divisions. 
Special assistant to general manager, head office marketing departments 
(Mr. F. H. Staub). 
Special assistant to general manager, head office marketing departments 
(Mr. N. M. Clarke). 
Jobber-distributor representative. 
Marketing administrative office manager. 
Asphalt department manager. 
Aviation department manager. 
Employee development department manager. 
Fuel oil-LP gas department manager. 
Industrial products department manager. 
National sales department manager. 
Railroad sales manager. 
Marketing operations department manager. 
Marketing distribution manager. 
Marketing engineering manager. 
Real estate and development department manager. 
Retail department manager. 
Sales promotion-advertising department manager. 
Marketing general files (10). 
Marketing accounting department manager. 
General credit manager. 
General attorney. 
Vice president, personnel and industrial relations. 
Vice president, transportation and supplies. 
Vice president, public relations. 

For information: Shell Oil Company of Canada, Ltd., Toronto, marketing 

service department manager (2). 


SHELL DEALER COUNCILS 


THE PROGRAM 


Creating a council of Shell dealers in each division that will meet at regular 
intervals to discuss problems of mutual importance with Shell’s division manage- 
ment. Representatives of the division councils will form the membership of 
the regional council, who will meet annually with Shell’s marketing management. 


THE OBJECTIVES OF THIS PROGRAM 


1. To foster improvements in dealer-supplier relationships. 

2. To provide an effective two-way channel of communication which, on the 
one hand, will enable marketing management to keep constantly abreast of dealer 
thinking and to avail itself of dealers’ practical thoughts and suggestions. (This 
should prove a rich source for the improvement of future policy.) On the other 
hand, it will enable Shell to present to the dealers the benefit of management’s 
thinking on current problems. 

These objectives can be attained by providing a vehicle for continuing the cur- 
rently conducted dealer panels on a planned, uniform basis, and by offering a 
constructive alternative to certain present dealer organizations which often rep- 
resent interests inimical to Shell dealers, the Shell Oil Co., and the industry 
generally. 
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DIVISION COUNCIL OF SHELL DEALERS 


A. Organization of council 


1. The Division Council shall be permanently composed of three dealers from 
each of the districts in the division (limited to direct territory, but excluding C 
managers). 

2. To inaugurate the program in 1957, the dealers shall be appointed by the 
division manager from a list of nominees recommended by each district manager. 
In selecting these dealers for the division manager’s consideration, the district 
manager shall suggest a list of 9 to 12 dealers, in the following classifications: 

(a) Three or four representative L dealers. 

(b) Three or four representative DL or OD dealers. 

(c) Three or four dealers who represent the average reseller in gallonage. 

Each of the above dealers should provide the desired cross section of the dis- 
trict organization, and should possess the necessary qualifications to serve on this 
committee (experience, intelligence, integrity, and the ability and willingness to 
express himself). The district manager should consult his dealers to obtain 
their views on the best candidates in the district. Each of his nominees should 
have attended the previous dealer panel conferences. 

From each of the above categories, the division manager shall appoint the rep- 
resentatives for terms of 3 meetings, 2 meetings and 1 meeting, respectively. 
Subsequently, 1 dealer shall be appointed to serve a 3-meeting term. This ar- 
rangement will lend continuity to the committee's work and effectiveness by pro- 
viding an overlap of membership. In addition, the division manager shall ap- 
point an alternate in each district, who will attend council meetings only as a 
substitute representative for any of the three dealers. 

3. When the division manager makes his selection in each district, he shall 
notify the selected dealers and invite them to serve on the division council. His 
letter of invitation should include an explanation of the program, its objectives, 
and its manner of functioning, and it should suggest that the representative 
seek out and obtain in the opinions and attitudes of the dealers in his area. 

4. Prior to the division meeting of this council, all representatives shall be 
asked to submit their subjects for discussion, so that an agenda can be prepared 
beforehand. 

B. Type of meeting 

1. Workshop conference to provide free discussion of all problems. 

2. Conducted in each division office city in April of this year. In following 
years, annual meetings may be scheduled early in the year, to obtain dealers’ 
recommendations on timely subjects. In view of current conditions, it may be 
advisable to hold additional meetings in this first year. 

3. Later, the division’s experience may indicate a need for fewer conferences. 
Consideration may be given to lesser frequency of meetings if advisable. 

4. Sufficient time should be scheduled to provide fullest opportunity for the 
members to thoroughly discuss issues and prepare recommendations. We sug- 
gest a schedule providing for 2 complete days (or whatever time is neccessary ) 
of discussion, and the final day devoted to a joint meeting with division 
management group. 

C. Procedure of meeting 

1. Division manager opens conferences and outlines objectives of the council. 
Explaining the procedure of the conference, he points out that it is their 
meeting and that it will be conducted without the presence of any Shell per- 
sonnel unless otherwise requested by dealers, until the final day. 

2. Division manager will suggest that the group elect a chairman to conduct the 
meetings and a secretary to record the minutes and to prepare the recommenda- 
tions. Since these dealers may be unacquainted with each other, it may be 
advisable for the division manager to nominate candidates from whom the 
group shall elect their officers. In subsequent years the chairman and the 
chairman and the secretary will have been elected prior to the conference. 

3. It is assumed that the members of this council will come prepared to convey 
the opinions of the reseller accounts in their area, and that these matters will 
form the basic agenda for the discussion. However, the division may wish to 
supplement this agenda with subjects of timely importance, but always subject 
to the acceptance of the council. 

4. On final day, division management group, composed of division manager, 
sales manager and retail manager, meets with dealer council to receive recom- 
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mendations of the group. (Consideration may be given to having all district 
managers in attendance on this day.) 

5. Those recommendations that are within division manager’s authority and 
are of a local nature can be resolved and disposed of immediately. The other 
recommendations, which cannot be handled within the division, shall be for- 
warded to your respective vice president of marketing divisions with the di- 
vision’s recommendations. Also, division shall forward copy of council’s report 
to management with their comments. 

6. Prior to adjournment of the division council, the group shall elect three 
dealers to represent that division council on the regional council of Shell dealers. 
The elected individuals shall be representative of different reseller classifica- 
tion—namely, I, DL, and OD—and, if possible, of different geographic areas. 
The dealers shall be elected for terms of 1 year. In addition, an alternate 
dealer shall be elected to serve only as a substitute member for an elected rep- 
resentative unable to attend. 


D. Other particulars 

Shell will underwrite for all council members their expenses of meals, hotel, 
and travel involved in division and regional meetings. Shell will also provide 
a suitable meeting place away from its own offices. 


REGIONAL COUNCIL OF SHELL DEALERS 


A. Organization of council 

The regional councils shall be permanently composed of three representatives 
from each division who have been elected by each of the Shell division councils 
(Honolulu attendance optional). 


B. Type of meeting 

1. A similar workshop conference as conducted in the divisions. 

2. To be conducted annually (or more frequently if necessary) in New York, 
Chicago, and San Francisco, in May of 1957 and possibly earlier in subsequent 
years. 

3. Three-day (or whatever time is necessary) conference is planned, with 2 
days devoted to private discussions and the third day for meeting with the man- 
agement group, composed of the respective vice presidents of marketing divisions 
and any head office department managers as required. Also, on a rotating basis, 
2 division managers shall be invited to attend. 


C. Procedure of meeting 

1. A similar format to the division council meetings will be employed. 

2. A temporary chairman and secretary shall be appointed, and they will con- 
duct their meeting separate and apart from any Shell personnel, until final day. 
(The temporary officers shall serve only until such time as group is prepared 
to elect own choices.) However, if dealers desire and request any Shell people 
to sit with them, it will be arranged. 

3. Regional councils shall consider an agenda based on division councils’ 
recommendations, particularly those issues of a broad national scope and of 
sufficient importance to warrant consideration at this meeting. 

4. Marketing management shall meet with regional council on final day to re- 
ceive the recommendations of this group. Full discussion of all recommenda- 
tions will be encouraged and matters that can be resolved at that time will be. 
It is anticipated, however, that the majority of recommendations may require 
further study and analysis before final decisions are reached. In these instances, 
the regional councils will be advised by marketing management through the 
division as to the final conclusions. 

Mr. Unprerwoop. Thank you, sir. My name is H. J. Underwood. 
I am manager of Shell’s Chicago m: arketing division, and this division 
includes the eastern half of Wisconsin, north-central Illinois and most 
of Lake County, Ind. 

I would like to express both the company’s and my appreciation for 
the opportunity to appear before this subcommittee and discuss with 
you Shell’s marketing policies and operations in this area. 

The heaviest concentration of service stations in the Midwest is in 
the Chicago metropolitan market, which comprises all of Cook, Lake, 
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DuPage Counties in Illinois and most of Lake County, Ind. Op- 
erating in this market are approximately 4,800 gasoline retail stations 
selling 35 or more different brands of gasoline. 

Shell does approximately 11 percent of the business here, which is 
a somewhat lesser percentage than that which we enjoyed back in 
1952. This gasoline volume is sold largely through independent dealer 
stations. Actually, less than 12 percent of our outlets are commission 
stations. The most significant feature of the Chicago market for 
Shell is the large number of dealer-owned stations, 

Insofar as the market as a whole is concerned, the outstanding 
characteristic is the impressive growth of local br and cut-rate mar- 
keters. In the period since World War II these people have in- 
creased their share of the market from approximately 8 to 28 percent. 

I know the committee was given a figure earlier of about 19.9 per- 
cent, but I believe that that statement or estimate was acquired in a 
manner different from the actual sales-tax figures which I present 
here. 

If you will refer to page 2 of my presentation, you will see that 
I have listed these companies by name, percentage increase that they 
have enjoyed, but as a whole, in 1952, the cut-rate or independent 
marketers in this territory sold 115,898,285 gallons of gasoline. In 
1956, this same group sold 250,933,091 gallons of gasoline. Hence, 
in 5 years, they have increased their business 116 percent. 

Mr. Roosrvetr. Mr. Underwood, on that point, and with reference 
to that list, the third one, Oklahoma, is my information correct that 
that is a subsidiary of the Esso Co. ? 

Mr. Unperwoop. I have read in the Chicago Tribune and Daily 
News that Standard Oil of New Jersey purchased that company, 
with Standard Oil Company of New Jersey stock being paid for the 
acquisition. 

Mr. Roosrverr. When did that happen, do you know ¢ 

Mr. Unperwoop. I believe it was around October or November of 
1956. 

Mr. Roosrveir. As of today, would you still include them as a 
local brand cut-rate marketer ¢ 

Mr. Unprerwoop. Yes, I would to the extent that their activities 
haven't changed a bit from what they were under the Oklahoma 
management, and if my information is correct, and it is strictly 
hearsay, because I haven’t asked either the Standard Oil Company 
of New Jersey people, whom I don’t know, or the individuals par- 
ticularly involved, I believe that the same management that ran 
Oklahoma has been retained by the New Jersey company, or who- 
ever made the purchase, for the purpose of seeing them through the 
first 4 or 5 years. 

Mr. Roosrvetr. You can recognize it would be of some interest to 
the committee to find a major company thinking it necessary to get, 
as you put it,a local brand cut-rate market, 

Mr. Unperwoop. Well, it is of some interest to the local marketers. 
|Laughter.]| | And I don’t mean a passing interest. We have to live 
with it. 

Mr. Roosrverr. I will ask counsel if he will ascertain from the 
Standard Oil Co. their interest in the Oklahoma company. 

Mr. Newuts. That is being done this minute. 
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Mr. Unperwoop. Incidentally, during the same period that this 
group of cutrate marketers increased their sales 116 percent, Shell 
Oil Co. sales, of which I was at one time very proud, only increased 
18 percent. 

f I didn’t have only a few years to go on pension, I would prob- 
ably be looking for work. We, in Shell, have watched this develop- 
ment with considerable interest. This is not an oddity or fad type 
of operation; on the contrary, it is an extremely effective concept of 
petroleum marketing. 

It features aggressive, well-organized, strategically located, clean 
“filling” stations. I use the term “filling” stations, rather than serv- 
ice stations, because the basic concept of this operation is large volume 
turnover (at lesser retail margin) of high quality gasoline. 

Other revenue producing sales and services, such as washing, lubri- 
cation, TBA, motor tuneup, et cetera, are either played down or en- 
tirely ignored so as to devote full time, effort sail available facilities 
to the concentrated tasks of getting motorists in and out of the sta- 
tion to purchase their gasoline requirements. 

The entire operation is supported by some of the most expensive 
and effective advertising campaigns known to the oil industry in 
Chicago. Personally, I think it is a lot better than ours most of the 
time. 

For example, one independent chain operator in 1956 spent approx- 
imately $1 million on its advertising program, including television, 
radio, radio newscasts and extravagant bulletin boards. 

For the immediate interest of the committee, I have a book of 
photographs showing some of these signs. I didn’t think you would 
want to drive around Chicago and see them so they are here. I would 
like to have the book returned when it serves your purpose. 

Mr. Roosrvetr. Thank you. 

Mr. Unperwoop. I might mention as an aside that these stations 
generally are operated on ‘either a salary or commission basis, or a 
combination of the two methods. 

I would like to present our concept of the respective roles of our 
independent dealers and of our commission stations in the Chicago 
market. 

As Mr. Jordan has often expressed it, Shell’s basic philosophy is 
that our long-range interest is best served by an independent. busi- 
nessman whose desires and initiative are directed toward the same 
goal as Shell’s. I believe that this view is well illustrated by the fact 
that over 88 percent of our retail stations in the Chicago metropolitan 
market are run by independent dealers. 

We use our commission stations to open new locations in order to 
test their potential before leasing them. We also employ them to 
enable a prospective dealer to get into the business with a minimum 
investment. Let me give you two typical examples: 

Mr. R. I. took over a station August 1, 1953, as commission man- 
ager with Shell financial assistance. 

In 2 years his operation generated sufficient capital to purchase 
the gasoline inventory, pay his bills, lease his station, purchase a 
Cadillac, two service trucks, not to mention the acquisition of a very 
comfortable residence. 
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Mr. C. P. started with Shell as a commission manager in 1951, 

subsequently earned enough money from his station to purchase a 
large garage 1 mile from his station and also “ner, to lease the sta- 
tion from Shell on a long-term basis. Incidentally, Mr. C. P. has 
become vice president of his local chamber of commerce; his wife is 
on the school board; he has two lovely daughters, one going to college 
next year. In addition, he owns a motorcycle pickup, two delivery 
trucks, and a personal car for both himself and his wife. Moreover, 
he has purchased a very beautiful home in the suburbs. 
’ I would like to clear the record of a popular misconception that 
there is a large dealer turnover due to financial difficulties. We have 
maintained accurate records on the problem. In 1955, taking all 
dealer changes for whatever reason, the percentage of change 
amounted to 22.6 percent. In 1956, this figure declined to 20.8 per- 
cent. However, most of these changes were due to reasons which 
we believe do not properly reflect turnover. 

For example, 28 dealer changes in 1955 were occasioned My the fact 
that Shell lost its underlying property interest by virtue of condem- 
nation, refusal of its lessor to renew, loss to competition, zoning re- 
classification, et cetera. 

Likewise, 40 changes were due to these causes in 1956. Other 
changes were brought about by retirement of the dealer, dealer leaving 
the station to take : another station, death or ill health of the dealer, 

‘all to military service, et cetera. When these facts are given their 
proper value, the turnover becomes 13.5 percent in 1955 and 10.1 per- 
cent in 1956. 

Finally, the turnover attributable to financial reasons represents 
only 2 2 percent in 1955 and 1.46 percent in 1956. 

Gentlemen, this picture certainly doesn’t represent the gloom and 
doom which has been bruited about by certain professional officers of 
trade associations which purport to represent dealers in general. 

While much has been said about dealer turnover, we feel that the 
facts regarding dealer stability and prosperity have been neglected. 
We have again examined our records and find that 416 of our ‘dealers 
have been associated with us for 5 years or more, or since the station 
was originally opened. That is out of a total of about 990 dealers. 

I feel at this point that it would be appropriate to mention a few 
actual cases of successful dealers, and, believe me, I could cite many, 
many more. 

Mr. L. W. started as a Shell salary service station attendant 28 
years ago; 25 years ago he leased from Shell a fee property with total 
assets of $300 borrowed from friends. Today he owns five apartment 
buildings valued at over $100,000. In 1955 we sold him the service 
station which he has operated for the past 25 years. 

Mr. J. L. H. became a Shell dealer in 1953, had a total of $500 cash. 
He got a personal loan of $1,000. He was living in a house trailer. 
Tn 1955 he sold out to take a new Shell stat ion, & and at the present time 
his net worth is in excess of $16,500. 

Mr. V. H. took over Shell station 23 years ago with $475 cash, most 
of which was borrowed. The station then averaged 1,500 gallons a 
month, now doing 30,000 gallons per month. This Shell dealer is a 
leader in his community, has varied real estate holdings in addition 
to his $40,000 home. His net worth today is well over six figures. 
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Messrs. X. and Y. Partners entered service station 1931 with 
$1,800 borrowed capital. This investment has grown to $90,000 in 
addition to which they own business property and each have homes 
valued at $50,000. 

They are active in community affairs, trustees of their village, and 
president of the chamber of commerce, et cetera. 

Mr. G. A. has been a Shell dealer for 27 years, and started with 
$800. He moved twice to better Shell service stations during this 
yeriod. Stock and equipment are now valued in excess of $10,000. 

Ie owns free and clear a six-flat apartment building and home in 
California to which he plans to retire. His net worth somewhere in 
the vicinity of $200,000 the bulk of which came from the service- 
station business. 

Mr. L. L. started October 1944 with $1,000 cash plus a loan of 
$1,000. Today he owns a $30,000 home and with a partner has built 
a garage adjacent to the station avalued at $60,000. His account 
receivable average $13,000 monthly. He says “Shell has been good 
to me w ~ sport products and service, and how could I have lost.” 

Mr. W. J. F. started in the service-station business in 1951 with a 
loan of a from his father-in-law. He has since built his own 
home valued at $17,000; stock and equipment is valued at $6,100. 

Mr. J. J., a Shell dealer for 7 years, owns 2 cars, securities, netted 
$12,000 in 1956. 

Mr. H. K., Shell dealer over 25 years. Has $30,000 home, Cadillac, 
new Ford convertible, owns three pieces of property. 

Mr. W. M., Shell dealer for 21 years, owns a home valued « at $35,000. 
He has a 1956 Oldsmobile and 1956 Ford. Also owns service station 
which he leases to a competitor of Shell’s. 

Mr. S. T. has been a Shell dealer for 9 years, owns a home worth 
$25,000, and other property valued at $30,000, plus two 1956 Lincoln 
automobiles. 

Inasmuch as we have emphasized the subject of good dealer-supplier 
relationship, we felt you would be interested in the steps taken here 
in Chicago to achieve this objective. While some of these programs 
are of recent origin, most of them go back a number of years and 
we feel they have resulted in one of the best dealer relationships in the 
oil industry. 

Our program has two facets, 1, education of sales personnel begin- 
ning at the time of their employment, and, 2, advising the dealer of his 
freedom and independence when he is installed in his station. 

In the case of sales personnel, part of their training program is 
devoted to the proper rel: ationship of Shell personnel ‘with dealers, 
specifically pointing out the differences between salesmanship and 
coercion. 

An example of this material used for training is contained 
exhibit A which has been submitted to the Chair. 

This program is a continuous one for which our district super- 
visory staff is responsible. 

Our district managers constantly on the lookout for indications of 
salesmen who might be inclined towards high pressure methods or 
other behavior that might jeopardize our good dealer relationship. 

In those cases we counsel with them and require them to undertake 
retraining. Incidentally, there have been 6 instances in the past 5 
years where men have been separated from our service because of 
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dangerous potentialities. In addition, each employee, at the time he 
is hired, is given a comprehensive letter, i in our file marked “Exhibit 
B” which is entitled “Basic Requirements of the Antitrust Laws.’ 

Each salesman is required to review this letter in the presence of 
the sales personnel manager, and later with the district manager. 

Similarly, at the time a new dealer is installed, we inform him of 
his freedom of choice. Each is furnished a letter attached to their 
copy of the executed lease which refers them to the lease and sales 
contract. The letter bluntly states that these documents do not con- 
tain a single provision obliging the dealer to buy his TBA require- 
ments through Shell. 

A copy of this letter is enclosed for the committee’s interest marked 
“Exhibit C.” 

However, with your permission I would like to quote just one para- 
graph from that letter. P: aragraph 3: 

We believe that merchandise must be sold on its quality, reasonableness of 
its price and its public acceptance, rather than by contractual provisions. These 
are the factors which guide us in the distribution of petroleum products under 
the Shell brand and in the selection of the lines of tires, batteries, and accessories 
which we promote. Consequently, if you again refer to your contracts with 
us you will not find a single provision obligating you to buy your requirements 
of these items from or through us. 

We have not left to chance the continued practice of good dealer- 
supplier relationship. We have taken steps to establish an additional 
method of communication between dealers and the responsible Shell 
management at every level. The initial effort along this line, started, 
I would like to say, here in Chicago, was the dealer panel. 

We have conducted 37 dealer discussion panels. Each district panel 
is composed of from 6 to 10 dealers. That is on the district level, and 
that is the level where the dealer and his helpers normally proceed 
for advice and counsel. 

The members on the panel are rotated so that eventually all dealers 
in the district will have an opportunity to serve on a panel. 

After the panel meeting is opened, it is standard practice for our 
representatives to withdraw in entirety leaving the dealers to their 
own devices to elect a chairman and prepare an agenda for discussion. 

Shell’s management group returns, and the items on the agenda are 
discussed. 

To give you some idea of the wide variety of subjects which have 
arisen in dealer panels we list the following: 

1. Local meetings held in evenings by salesmen for dealers in his 
territory to present programs or discuss phases of service station 
business. 

2. Give faster credit-card service to dealers’ customers. 

3. Develop supplementary income ideas. 

4. Give closer attention to individual dealers which would necessi- 
tate assigning each salesman fewer accounts. 

5, Give more merchandising assistance to dealers at the station. 

Make wives feel more a part of the “Shell family” by having 
annual meetings such as our present Carol Lane luncheon—for 
des - rs’ wives. 

- Development of TBA credit program for non-credit-card holders. 

8. Change in training programs operated by us for dealers. 
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Largely because of the constructive results arising from these dealer 
discussion panels, management has decided to expand the plan to 
incorporate a system of division and regional dealer councils. This 
system is described in detail in exhibit D. 

In closing, I would like to mention the results of a special dealer 
meeting which was held in Chicago on April 15, 1957, for the purpose 
of determining our dealers’ views on pending legislation affecting the 
retail marketing of gasoline. 

In the conduct of this meeting, which, if you wish to expand on, I 
will be happy to go along with you. I have some of my notes in the 
presentation that I made. 

There was a dealer representative present, with his attorney, and 
he made a presentation. After each presentation a vote was taken. 

On the equality of opportunity bill, S. 11, after it was explained 
by both sides, the dealers were re with a secret ballot. They 
voted 75 against the bill—I’m sorry, 75 for the bill, and 211 against it. 

Now, H. R. 425, the dealer a bill, they voted 71 for and 206 
against. Incidentally, there were 390 dealers present, and quite a 
number obviously did not vote on some of these bills. 

On H. R. 426, general divorcement, only 56 dealers indicated that 
they were for it; 231 against it. 

On H. R. 427, consent decree publication, which, incidentally, took 


quite a bit of time because we had to call upon several people to explain, 


it to the dealers, but eventually they were either so confused or so 
disgusted with the idea presented to them that 56 were for it and 211 
against it. 

“H.R. 428, TBA divorcement, 61 were for it and 226 were against it. 

And the bill involving injunction case costs, we recommended and 
spoke for the bill, and so did the dealer representative. We had 207 
for it and 65 against it. 

We think that this vote indicates the Shell dealer concurs in our 
belief that the most constructive and effective approach to the prob- 
lems which have been described to your committee is through im- 
proved dealer-supplier relationship rather than through legislation. 

Incidentally, I would like to say what may or may ‘not appear in 
my submission; of the 390 dealers present, there were no commission 
station dealers whatsoever and no commission station manager, no 
salary station manager. 

There were approximately 240 fellows who owned their own sta- 
tions or leased it from somebody other than the Shell Oil Co. The 
remainder, the third party lessees who leased their property from the 
Shell Oil Co. 

That is it, sir. 

Mr. Roosrvetr. Thank you, Mr. Underwood, and we are glad to 
have the results of the poll, and I might say that we have had previous 
testimony complimenting the company on its dealer meetings. 

Mr. Unverwoop. Thank you, sir. 

Mr. Rooseverr. In view of your testimony, I would like to ask a 
few questions relative to recommendations made to the committee in 
Los Anaeles by the dealer association there. 

I won’t cover them all, just a few of them. Do you think it is neces- 
sary to have both a company-operated station and consignee-agree- 
ment stations? 
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Mr. Unperwoop. You mean a salary operated station in a consignee 
operation ¢ dy 

Mr. Roosrvetr. Yes, in order to accomplish the so-called training 
purposes that you have outlined ¢ 

Mr. Unperwoop. Well, I think Mr. Brown described it indirectly 
described the reasoning behind it. 

The consignee- -operated station, or, rather, in a consignee-operated 
station, the man is not restricted in his earnings to a certain specified 
salary. 

Mr. Roosrvext. I specifically want to relate it to the purpose that 
you have outlined in your statement here that such stations are pri- 
marily for training purposes. 

Mr. Unperwoop. Well, not the consignee stations. The one salary 
station that we have in this entire terr itory is used exclusively for 
training. We do follow the principle of—or described by Mr. Moore 
of occ: asionally using them for test patterns for certain merchandising 
ideas, but largely they are used exclusively for the training of new 
employees operating sales or otherwise, who propose eventually at the 

conclusion of their training to go into work calling on dealers. 

We give them 2 weeks to a month and sometimes quite a bit longer 
depending on their own aptitude; sometimes as much as 3 months’ 
training in a salary operated or equivalent station. 

Mr. Roosrvett. Does Shell have a refinery in this area? 

Mr. UnpErwoop. Yes, Wood River, Il]. It is not in the Chicago 
metropolitan area. It is outside the confines of the marketing de- 
partments, Chicago division, which runs down to about Dee: tur, or 
pretty close to Decatur, Ill. 

This refinery at Wood River, IIL, is located about 15 to 18 miles 
from St. Louis, Mo. 

Mr. Roosrvett. Does that refinery sell any of the nonbrands ? 

Mr. Unperwoop. Not a drop. 

Mr. Roosrvetr. Not to any of them? 

Mr. Unperwoop. Not a drop. 

Mr. Roosrverr. You use all of the products of your own refinery 
under your own brand ? 

Mr. Unperwoop. Yes, 100 percent. 

Mr. Roosrveit. Can you see, from your point of view, any dis- 
advantage to the proposal that all gasoline be graded in such a manner 
as to let the public know exactly what they are purchasing ? 

Mr. Unprerwoop. I had a previous experience with it in the east 
when I was stationed there, and the unhappy part of it is that the gaso- 
line qualities change faster than the State laws can keep up with them, 
so that today, in States which we will leave nameless, we have in the 
East a State law which I believe requires a minimum quality of 72 
octaine, which is for house-brand gasoline. We couldn’t operate a 
motor car very effectively on 72 octane. There is a real major problem 
in connection with that. There is no brief description for a good 
gasoline. It requires more than a gravity designation, or octane 
design: ation. 

Mr, Roosevert. It is a practical impossibility, then, to so grade 
gasoline ? 

Mr. Unperwoop. Practically, because to begin with, the States or 
the areas—the units who are setting this up “would have to employ 
constant methods of testing to determine whether or not the product in 
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the tank was the same as posted on the pump, and we have enough 
trouble right now with exaggerated claims, within the framework of 
the Better Business Bureau’s ability and willingness to move on them, 
but to be able to post on a pump an exact specification that will describe 
what that gasoline will do in an automobile is a practical impossi- 
bility. 

First, to write it up and put it on the pump; second, the fellow 
who reads it wouldn’t understand it, and, third, it wouldn’t get tested. 
I know it would be a lovely ideology to say this is United States 
Standard No. 1 or No. 2, but it goes beyond that. 

Mr. Roosrvetr. We can’t make a meat market out of the petroleum 
industry. 

Mr. Unperwoop. Well, you can try, of course. I don’t think even 
on that meat grading that I am treated too well, and, incidentally, 
I am a buyer in that department. 

Mr. Roosevett. The suggestion was also made that where it is es- 
tablished that gasoline is sold out the back door by a major company, 
that the gasoline so purchased should be available to all of the dealers 
of that company at the same price at which it is sold out the back 
door. 

Do you see any practical problem in that ? 

Mr. Unperwoop. I think I would be presumptuous as all get out 
to assume that the view of this problem at my very, very low level in 
the industry would be worth very much, and that I know all the 
factors which cause these things to happen from the Los Angeles 
base, or wherever they do happen. 

I would prefer not to make any observation. My company doesn’t 
sell it, and I am content that my company’s policy is a good one. 

Mr. Roosevett. In other words, if we enacted it, it wouldn’t hurt 
you? 

Mr. Unpverwoop. No. 

Mr. Roosevetr. The suggestion was also made that a refiner should 
be limited to rebranding the merchandise only once so that if an- 
other refiner purchases that gasoline, he will not be able to rebrand 
the same merchandise, the idea being that under present conditions 
it is possible for one refiner to sell rebranded gasoline under as many 
as 10 or more brand names, and, actually, it is the same gasoline which 
has simply passed through 5 different hands. 

Mr. Unpverwoop. My first thought goes back to the wartimes. I was 
on the New England Supply Committee and if there had been any 
restrictions of that sort on the books, no one would have gotten any 
gas. 

Mr. Roosrevetr. That was an emergency situation. 

Mr. Unperwoop. But there are minor problems. There are several 
refinery fires in the United States which has knocked a refiner out of 
business. That same refinery may have had other obligations and if 
he were restricted in purchasing gasoline to take care of his contract 
he couldn’t fulfill those contracts effectively. 

Mr. Roosevett. What about the suggestion that all subsidies, re- 
bates, and special allowances be eliminated ? 

Mr. UnpErwoop. You mean under S. 11? 

Mr. Roosrverr. No; just assume for the moment—I don’t know 
whether it would be legal or not legal, but assuming it would be legal, 
that all the companies just announce to all of their dealers that they 
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were going to eliminate all subsidies, rebates, and special allowances. 

Mr. Unperwoop. Well, I can’t see anything wrong with that. You 
are talking now about concessions that are paid for the business— 
acquisition of new dealer business where someone goes in and offers 
my dealer a lower cost than what I am paying for it. 

‘Mr. Roosrverr. I hadn’t thought of that. That is one angle of it, 
but I think it is more directly aimed at the practice of granting a 
rebate over a temporary period. 

Mr. Unprerwoop. Well, that I refer to as S. 11 because S. 11 is 
designed to cover and would restrict—in fact, put us completely out 
of business. 

Mr. Roosevetr. 8. 11 would, say if you gave one, you had to give it 
in good faith to everybody. 

Mr. Unperwoop. ‘lo everybody. 

Mr. Roosrvettr. This is to eliminate it altogether. 

Mr. Unprerwoop. I see, just let our dealer go down the drain if 
somebody was able to get hold of a boatload of distressed gasoline. 

I wouldn’t be very happy about it, and I don’t think you would 
either. 

Mr. Roostvetr. Well, the dealers felt that in view of the restricted 
supply which, as I understand it, is not quite so true here in the Middle 
West, that such an agreement would not be a practical handicap 
because they felt the incentive to lower prices by anybody would 
pretty generally be done and that, therefore, the independent or cut- 
rate retailer would stay just 2 or 3 cents under, and the dealer felt 
he would be able to survive at that price. 

Mr. Unperwoop. Sir, I have been 33 years in this market, man and 
boy, and that is just a pipedream. The minute these cut-rate artists 
found — there was no protection in the offing for the major-brand 
dealer, or for that matter for the independent-brand dealer who was 
maint: sialon a price, there would be some group that would move in 
fast and take advantage of the situation. 

Mr. Brown. Now, Mr. Underwood, what you just said right there, 
is the price—is that important—an important factor in Shell’s 
operation ¢ 

Mr. Unprerwoop. Mr. Brown, I have heard that back and forth on 
the price, and I don’t think you can generalize on that statement that 
price is or isn’t important? 

How much price are you talking about? If you are talking about a 
half cent or a cent a gallon, generally speaking with a well-conducted 
major-brand station price doesn’t mean anything. 

If you are talking about more than a cent a gallon, or if you are 
talking about a price, pump price, which the operator of the station 
is enabled to post in large letters on a big sign using a small fraction 
to bring back that fractional promotion “for him, it could be vicious 
and terrific. 

Another thing on price. We have cut-rate stations in this town that 
post the same price we do for housebrand gasoline. I have given 
you a bookful of pictures. Those fellows give away trading stamps, 
In one case 2 cents and in another case 314. On top of that, on week- 
ends, they have sound trucks and other means of communication on 
the street calling one and all to come to the station and get a package 


of Kleenex, a bar of Ivory soap, a case of Coke, or a dozen of other 
things. 
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Mr. Brown. Mr. Underwood, but that must not be too disturbing 
in the Shell operation because on pages 13 and 14 you list some eight 
items that you discussed at dealer meetings and the problems that 
you discussed, and you have covered everything from faster credit- 

card service to including the wives at Carol Lane luncheons, and not 
once have you mentioned price. 

Mr. UnbErwoop. That is absolutely correct, sir. We have a pro- 
hibition in these meetings, which I might say I inaugurated the first 
Shell dealer council meeting, and I have always felt that to be on the 
best side of the law we should not dictate to our dealers at any time, or 
even suggest to them the price they post so we open these’ meetings 
religiously with the observation, “Gentlemen, this meeting is opened 
for you to create an agenda, incorporating any subjects that please you 
except price or margins.” 

Mr. Brown. In other words, when you get talking about price, you 
got to do it at the station level and in the place of business, or some- 
thing ? 

Mr. Unpnerwoop. No; we don’t dictate to our dealers. 

Mr. Brown. I am not talking about dictating; I am talking about 
discussing price. 

Mr. Unperwoop. Discussing with them at the individual station 
level. 

Mr. Brown. Yes; that is what I am talking about. 

Mr. Unperwoop. Not at any group level. 

Mr. Brown. But it is so conflicting, Mr. Underwood. I think Mr. 
Jordan, of the Shell Oil Co., made quite a point in Washington that 
price was not a real impor tant factor in the sale of petroleum ‘produce ts 
these days. 

Mr. Unperwoop. I don’t see how Mr. Jordon or anybody else can 
use that term “price” generally because I can take a 2- or 3-pump shack 
in a prominent location here in Chicago and if I was permitted a 5-cent 
price cut, price differential, I w ould ; get all the business you want to 
pump out of that station. 

Mr. Brown. Well now—— 

Mr. Unperwoop. You just say price. Up to a point price isn’t 

Mr. Brown. Here is what the layman has to assume about this 
business, and that is that when the Shell Oil Co. manufactures, re- 
fines a product, and sends it out to the distributor, whether he gets 
it there by an independent wholesaler or gets it there from a company- 
owned point, the end result is that the Shell Oil Co. is going to put a 
price to that dealer that is in line with Shell’s cost of produe tion allow- 
ing a reasonable profit in that the Shell Oil Co. is constantly trying to 
improve their product. and reduce their cost so that they can give ‘the 
consumer his dollar’s worth. 

Now, we assume that, is that true? 

Mr. Unperwoop. At a reasonable price consistent with the competi- 
tion that we have to meet in the territory. I mean, the tankwagon 
competition. The tankwagon competition, sir. I can’t sell my dealer 
gasoline at 20 cents a gallon if my competition is selling dealers gaso- 
line at 18 cents a gallon because my dealer has to compete in the market 
of retail sales against those fellows, and we can’t do it with 2 cents 
less revenue. 

Mr. Brown. But now we will also assume that in order to work a 
credit business, in order to furnish service, and to work the quality 
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side of the street with all the allied services that there is a cost of sup- 
plying those services to the consumer. 

Don’t credit cards, don’t accounts receivable that the Shell Oil Co. 
have cost money ¢ 

Mr. UnpERWoop. Yes. 

Mr. Brown. Doesn’t it cost them some money to provide these dif- 
ferent services that they provide at a service station ? 

Mr. Unverwoop. Believe me, Mr. Brown, the objective in training 
dealers to provide this service, or in building stations to permit the 
dealer to provide the service, has never been done with the idea of 
our absorbing that area. It ‘has been done, primarily, to furnish a 
place of business, a method of doing business that each one—each 
service will pay its own way and render a good profit. As a matter 
of fact, our dealers today in Chicago have a gasoline margin of 6.6 
cents. They have to pay the State sales tax out of that, reducing it 
by about nine-tenths of a cent, so that leaves them 5.7 on "Housebra and 
gasoline, and they will make a margin related in terms of cents per 
gallon equal to that from their TBA, their w —t their lubrication, 
their Coke or milk sales, or whatever they have about equal to that. 

Mr. Brown. Mr. Underwood, isn’t it always going to be true that 
the operation that moves in, such as the ones you have been kind 
enough to show us in the pictures, where they don’t provide those 
services and don’t provide those credit cards and so forth, and do a 

cash-and-carry business, they are always going to have lower costs 
than the service angle ? 

Mr. Unperwoop. They will have lower costs if they have large 
volume. Give me a price within a penny of them, and, if I am off- 
setting them, I will do a bigger volume than they will. 

Mr. Brown. That is what I wanted to find out. 

Mr. Roosevert. Thank you, Mr. Brown. The committee staff has 
just reported to me that, in a telephone conversation with Mr. R. R. 
McCoy, the president of the Oklahoma Oil Co., he gives the informa- 
tion that the Oklahom Oil Co. was purchased by Standard of New 
Jersey on October 1, 1956, and that this included 77 service stations. 
Their gasoline is procured from the Globe Refining Co., of Lamont, 
Ill. This refinery was sold to the Pure Oil Co., who, under contr act, 
sell gas to the independents, of which Oklahoma is one. If this is 
correct, and I am going to ask Mr. Moir to come back and verify it 
to us, can you really say that the Pure Oil Co. does not sell to inde- 
pendents ? 

Mr. Unperwoop. I didn’t say it, sir. I did not make that state- 
ment. I just said Shell Oil Co. doesn’t sell 

Mr. Roosevetr. I simply asked it because it was listed in your list 
as a rebrand independent, and from that it would not seem to me to 
qualify as a rebrand independent. In other words, if it is owned 
by Standard Oil of New Jersey, and gets its product from a refinery 
owned by Pure Oil, which is a major, ‘I hardly see that it can qualifv 
to be listed in your list as an independent. 

Mr. Unprerwoop. Well, in 1955, it was an independent, and you 
asked me, since the Standard of New Jersey purchased it, has it 
changed, and I said, “No,” or words to that effect. In other words, 
as far as the Chicago metropolitan area is concerned, that operation 
is as independent as can be. My observation of their tactics doesn’t 
indicate any change. 


92285—57—pt. 4——_8 
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Mr. Surewan. Mr. Underwood, I think maybe I would like to ask 
you to join with me in an observation. Mr. Roosevelt, as you know, 
is from Los Angeles, and last week they were there on a similar i inves- 
tigation, and they have all kinds of price problems there, and I think 
they are getting a bit jealous of our Chicago operations here. A year 
ago I was with Mr. Roosevelt in Los Angeles and we were investigat- 
ing the smog situation. I think we ought to invite him to come to 
Chicago. 

Mr. Unprerwoop. There are worse places. 

Mr. Roosrverr. I will refrain from any comment. 

Mr. Surenan. | represent the northwest part of the city of Chi- 

‘ago here, and we have what we think is a pretty high-class area in the 
way of counting votes, and so forth, but, certainly, parts of Chicago 
operate on the theory, you know, that they don’t care how the people 
vote as long as they can count the votes after 5 o'clock, and I am just 
curious about your ballots here, with no signatures on—what deter- 
mination was made or how are the votes counted so everybody was 
happy with the result ! 

Mr. Unprerwoop. Was everyone happy / 

Mr. Sueenan. Well, somebody must have been for you fellows to 
publish it, and no one has attacked the validity of these ballots. 

Mr. Unperwoop. I arranged and conducted that meeting strictly on 
my own. I had the help of some dealers, and the help of our own 
staff, who would make the hotel arrangements, and so forth. 

The dealers were told, first, in order to get in they had to have 
a ticket. It was a numbered ticket. When they got by the doorman 
with a numbered ticket, one-half was taken by their own supervisor 
who sat at a table and they were then given an identification, his per- 
sonal identification, and one copy of that ballot. 

They took it into the Gold Room of the Congress Hotel, and I 
opened the meeting by explaining its purpose. They all knew the 
dealer representative and his attorney there. However, both of the 

entlemen were introduced, and the meeting began with a discussion, 
bill by bill, and a request for a vote at the end of each one. 

These votes w ere collected by a group of Shell dealers. I believe 
there were eight in number. Four of them were third-party or leased- 
station operators, and four were men who owned their own stations, 
or leased them from somebody other than Shell. 

They were supervised by a man named Baker who operates his own 
station. After the ballots were collected, they were taken into a room 
on the same floor as the Gold Room of the C ongress, and a dealer- 
represent ative lawyer, Mr. Griffin, was invited by me personally to go 
in with Baker and ‘observe the tabulation of the ballots. I understand 
he went in and came out very quickly. I did not go in the room and 
no Shell employee went into that room who had anything to do with 
the opening of those ballot boxes, or the tabulation of the ballots. 

Shell will be happy, if you w ish—in fact, I still don’t have the tabu- 
lating committee’s pro forma report of the actual balloting. They 
have that themselves; one of them has it, in a safety deposit box. 
Shell had nothing to do with the counting of those ballots. 

Mr. SueeHan. Obviously, you satisfy me that you took all the 
necessary precautions to see it was adequately supervised, so there can 
be no question about it as to the validity of the ballots taken. I notice 
on this program you had a gentleman by the name of Postillion, who 
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was executive director of the Gasoline Retailers Association of Metro- 
politan Chicago. : 

In your dealings with your dealers in the setup that you have here, 
do you permit any outside dealer organization to make proposals or 
suggestions to you or talk over the problems of the industry as a 
whole? 

Mr. Unperwoop. Our doors are always open. I have known Vic 
Postillion for about 25 years. At one time he was a Shell dealer, as 
a matter of fact, but we have three district offices that have the 
responsibility of conducting affairs in the Chicago metropolitan area 
directly with the dealers, and Vic Postillion sees them with reason- 
able frequency. He also sees their coordinator, a gentleman named 
Gates, with reasonable frequency. 

Mr. SuHeenan. In other words, you don’t bar anyone from coming 
in? 

Mr. Unperwoop. No; we don’t always buy what he wants to do. 

Mr. SHEEHAN. But at least 

Mr. UNnpERWoop. We even have some social relationship on a very 
mild scale, but we do have it. 

Mr. SueenaAn. A final question, Mr. Underwood. As you can see 





from our conversations between committee members and the fellows 


testifying, we are genuinely concerned about the percentage of turn- 
overs because we, at no point, have been able to get definite figures, 
and I want to say I want to compliment you on the figures you have 
shown us because it is helping us to come to some conclusions as to 
what percentage of these people going out of business is due to finan- 
cial reasons and others because, as was originally presented to our 
committee 2 years ago, our first conclusions were that there was a 
tremendous turnover in this industry because of freezing them out 
due to financial reasons. 

Apparently that is not the entire picture. 

Mr. Unperwoop. No, sir; that is right. Our record, Mr. Sheehan, 
is extensive, and it is maintained on company forms. It is not some- 
thing that appears only here and there, scattered through Shell, but 
it is a policy system which I haven’t tried to spell out in this presenta- 
tion, but actually begins with the salesman’s original interview of the 
several prospective dealers he has for the station, and we go to the 
extent of trying to let him have us visit with his wife and family so 
that we can tell her that one of our big problems and the most ex- 
pensive problems of a dealer operation has been the dealer turnover, 
not due to financial difficulties, but due to the pressure of the wife on 
the guy to get home for Saturday and Sunday and take the kids on 
picnics, or be available to take them to church or take her to the 
PTA meeting or a movie, and we will not accept a dealer until we 
have in some way or another secured some communication from his 
wife to the effect she understands the long hours and hard work, 
and the potential of his earnings being strictly a matter of his enter- 
prise. 

There is nobody that is going to wave a golden wand over his head 
and send all the cars in there to make a big living for him. He really 
has to scurry for it just like most people who go beyond, let’s say, the 
daily wage. : 

Mr. Roosevett. In relation to that, in other words, it really has to 
be almost a 7-day-a-week, 365-day-a-year operation. ; 
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Mr. Unperwoop. Not a good operator, sir. 

Mr. Roosevett. How many hours a day? 

Mr. Unperwoop. Well, I have some good operators who operate 2 
outlets, and I'll say that they always get themselves a couple of weeks 
vacation 2 or 3 times a year. 

This winter, although I drooled a little bit for them, I had about 
15 or 20 dealers in Florida on several occasions. 

Mr. Brown. \\ere those single-station dealers ? 

Mr. Unverwoop. One of them was a 2-station dealer. 

Mr. Brown. Single station ¢ 

Mr. Unperwoop. Yes; as a matter of fact, he has a company sta- 
tion, and we just renewed our lease with him. 

Mr. Roosevettr. You don’t really mean to tell me you think the 
majority of your dealers can get by on working 2 hours a day ? 

Mr. Unperwoop. A 2-hour day? 

Mr. Roosrvett. Is that what you said ? 

Mr. Unperwoop. I said the man had two stations. 

Mr. Roosrvett. I thought you said that previous to that statement. 

Mr. Unverwoop. No. 

Mr. Roosrve.t. What is the average ? 

Mr. Unperwoop. I would say good standard hours for an enter- 
prising fellow would be in the neighborhood of a 10-hour day, about 
514 days a week. 

Mr. Roosevett. About 514 days a week, 10 hours a day; you think 
that is what the dealers ought to shoot for ? 

Mr. Unverwoop. For himself. You understand, he has to employ 
and train assistant managers and choose the ones who are going to 
be able to carry on for him with honesty. 

Mr. Roosrveir. You think he can afford assistant managers and 
so forth on the volume of the average dealer, average Shell dealer? 

Mr. Unverwoop. Yes, sir. The record that I have given you on 
some of these success stories could be supplemented with many, many 
more. Those records would bear out my contention that that can be 
done; can and is being done. 

Mr. Roosrvert. I don’t mean can—is it possible on the average? 

Mr. Unperwoop. Well, we have a policy in the metropolitan area 
or not continuing a station where we control the lease or own the 
ground that is doing less than an average of 10,000 gallons a month. 

So our average gallons per station is considerably haghver than 
most of our competitors. Our average gallonage is about 25,000 gal- 
lons per month per station, in the metropolitan area. On ‘that we 
don’t have too much trouble. 

Mr. Roosrverr. In other words, on an average of 25,000 a month 
you feel that they can work 10 hours a day, and a 514-day week ? 

Mr. UnpErwoop. Yes. 

Mr. Roosevetr. I just wanted to get your opinion. 

Mr. Unperwoop. Yes. They do very well for themselves, too. 

Mr. Netxts. No questions. 

Mr. Daumas. No questions. 

Mr. Roosrverr. As I understand, Mr. Eugene Brown has to return 
to his home. If Mr. Brown is present, I wish he would come forward 
merely to answer the questions of the committee because I am going 
to read his affidavit into the record. 
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Mr. Brown, would you raise your right hand ? 

Do you solemnly swear the testimony you are about to give to this 
committee will be the truth, the w ole truth, and nothing but the 
truth, so help you God? 

Mr. Brown. I do. 


TESTIMONY OF EUGENE BROWN, BARTONVILLE, ILL. 


Mr. Roosrvett. Mr. Brown, it is my understanding you have pre- 
pared and I have here a sworn affidavit which reads that: 


I, Eugene Brown, operate the Gene Brown Standard Service station at 700 
McKinley Avenue on U. 8. No. 24, Bartonville, Ill. 

I wish to testify at this hearing to price setting as being carried on in the 
Peoria area. We had the so-called 25-75 percent price set as initiated in this 
area by Standard Oil. I do not think that we can survive under this price 
setup. 

The company held a meeting of dealers in their division office outlining the 
plan to us. I asked the division manager, Mr. Crowe, how he would be able 
to take a vote of all the dealers and, if they were agreeable, it would not be 
price fixing under Government regulations. He said we could tell him or a 
representative of the company individually as we passed out of the room. I 
said I still could not see how he could get around the price-fixing issue even 
though it was called a suggested price. This meeting was held on Thursday 
afternoon, November 15, 1956. It lasted until 4:30 when we had to leave to 
go back to our businesses. 

I don’t know how they get this over and printed so quickly since we had a 
letter the next day at noon setting the suggested price. I talked to about 15 or 
20 dealers later and at least 75 percent of them did not go along with the idea 
of the suggested price at all. 

I present for the record all the letters Standard Oil sent to me concerning 
this. 


(The documents below were attached to the affidavit of this wit- 
ness :) 


GENE BROWN’S STANDARD SERVICE, 
Bartonville, Ill., January 17, 1957. 
Mr. JOHN W. NERLINGER, Jr. 
Executive Secretary, National Congress of Petroleum Retailers Inc., 
Detroit, Mich. 

DEAR Mr. NERLINGER: Yes, it is too bad that our Peoria area organization 
dissolved—and I believe many of the dealers are realizing this now, as we are 
being pushed around considerably by Standard setting prices, through their 
LC type stations and of course this forces dealers to follow—not only Standard, 
but all major stations are involved. 

In order to give you the complete story of the prices as set by Standard, 
I am sending you my complete file of letters received from them—and naturally 
each day indicated for price drops, their LC type stations would post these prices 
on big signs at the curb, then all other major and cut rate stations would follow 
suit, forcing all dealers to fall in line. I have not cut prices each and every 
time indicated, nor to the extent suggested—and frankly cannot say I have lost 
too much business, as people were not price conscious, and some customers are 
faithful, regardless of 1 cent or 2 cents difference in price. 

These letters show the decline in retail prices, where dealers had to absorb 
the greater portion of the cut—and it just isn’t in the cards for a station 
operator to absorb this indefinitely. I personally might exist longer than some 
of the others, inasmuch as I own my own station and receive rent rather than 
paying rent as most dealers do. You will notice we had a price raise notice on 
January 9, indicating a 1 cent increase per gallon, in the tank-wagon prices and 
they likewise increased their LC station prices just 1 cent—however I phoned 
them and jumped up and down—calling them stinkers because they didn’t even 
consider the State’s sales tax, etec.—then the next day the January 9 long letter 
came out indicating 0.2 more off the tank wagon prices. (Illinois sales tax 

5 cents per gallon.) 

This margin they are forcing us to operate on is far, far below 1951 margins 
and anyone knows our overhead is higher in all ways. They have pulled this 
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same cut in prices in Bloomington, Springfield, and Decatur, and Galesburg, and 
upon investigation I find they have left them set with these low margins. 
Galesburg has been affected for over a year, I know. 

I need your advice real soon. Several of the dealers have been calling me 
for advice in this situation and I have advised them not to follow the pattern 
set in all instances, that they would be better off with less business and more 
margin, and this has disrupted Standard’s so-called plan, as they (2 big shots) 
took me out for dinner on January 7 and tried to get me to help them go along 
in following their pattern, as they understood I had considerable influence on 
various dealers and I stood pat in my thinking that I wouldn’t be shoved around 
completely—now they started the pattern on the uptrend, but the margin in- 
crease is not even in keeping with the decline. 

Several dealers in this area are interested in calling a meeting of all dealers, 
from all oil companies—and it is my idea that we could possibly present sug- 
gested margin of 7 cents or 7% cents over all tank wagon prices as legally as 
Standard have stated their “Suggested Competitive Retail Prices,” and if we 
can join forces among all dealers, we might have a living margin. 

What suggestions do you have on his situation? No doubt similar activities 
have come before you and you might have a sure angle. 

Please return the attached correspondence, so I can have it for my records. 
A prompt reply will be appreciated. 

Sincerely, 
EuGENE G. Brown, Bartonville, Iu. 


Enclosed Standard Oil Company letters: November 15, 1956, November 20, 
1956, December 4, 1956, December 11, 1956, December 31, 1956, January 9, 1957, 
and January 9, 1957. 

Notice 

Difference in letters regarding trading stamps, not mentioned in first letters 
but in later ones as it came up in the phone talks I had with them about give- 
a-way items. 

STANDARD O11 Co., (INDIANA), 
SALES DEPARTMENT, 
Peoria, Ill., November 15, 1956. 
Mr. EvGene C. Brown, 
Bartonville, I. 

Dear Sir: Effective with the opening of business Friday, November 16, 1956, 
this company’s suggested competitive retail prices for Standard’s gasolines 
in your locality will be, as follows: 


Cents 
per gallon 
I IO EEN I 8 it oe enectib clan ee mmesepntiiege tel mm agin 21.2 
I enh eee de 23.5 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax, State motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 5.5 cents per gallon on Red Crown 
and 5.9 cents per gallon on White Crown. 

Suggested competitive retail prices and the discounts at which our products 
will be priced to dealers will change from time to time. You will be notified 
of such changes as they occur. 

Yours very truly, 
M. E. Crow. 

P. S. Applicable taxes in Peoria area : 


Cente 

eae, eee eek ea tg ee ad st te es ee, Se ea 3.0 

et ee a ee Se ee So chad sd ke 5.0 
I. R. O. and municipal: 

er pts 8 dete Ss it Ue Ll eee ek ee 7 

mere 2503) ort es a eo Sg a ieee ele 8 


This would result in a suggested pump price of 29.9 cents on Red Crown 
and 32.3 cents on White Crown. 
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STANDARD OIL Co. (INDIANA), 
SALES DEPARTMENT, 
Peoria, Ill., November 20, 1956. 
Mr. Evcene C. Brown, 
Bartonville, Ill. 


Dear Sir: Effective with the opening of business Wednesday, November 21, 


1956, this company’s suggested competitive retail prices for Standard gasolines 
in your locality will be, as follows: 


Cents 
per gallon 
peidard. Red Crown gasoline... ccoccucenuns tdi Ce ae 20.2 
pimderd White Crown. gasoline... css. 20s. ss ll eit 22.4 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax, State motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 5.2 cents per gallon on Red Crown 
and 5.6 cents per gallon on White Crown. 

Suggested competitive retail prices and the discounts at which our products 
will be priced to dealers will change from time to time. You will be notified 
of such changes as they occur. 

Yours very truly, 
M. E. Crow. 

P. 8S. Applicable taxes in Peoria area : 


Cents 

iia nacht a eli euch inca hadi ita eed elation 3.0 

Gas ac cccsuncdcdetastacatdcccsatnadese. auncasusuaeseanneesteeeneeee 5.0 
I. R. O. and municipal : 

Con OG CORO ie oie hii os cre end ! Yates ctl dk eee ee eee 7 

On, Waite Ore Whisk cndemuidacateiuiniiiodiinnaén nada 8 


This would result in a suggested pump price of 28.9 cents on Red Crown and 
31.2 cents on White Crown. 


STANDARD Ort Co. (INDIANA), 
SALES DEPARTMENT, 
Peoria, Ill., December 4, 1956. 
Mr. EvGEeNne C. Brown, 
Bartonville, Il. 

Effective with the opening of business Tuesday, December 4, 1956, this com- 
pany’s suggested competitive retail prices for Standard gasolines in your 
locality will be as follows: 


Cents 
per gallon 
an, . ma” SOCIO SO acscss seni una geshdipiniitaiihccnscessmsunchn tealinie inlardh oo anaaenibaaeiaaeaeaaaaee 19.8 
weenaara White  Crown- gasollie..........enuenn dda 21.9 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax, State motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 5.1 cents per gallon on Red Crown 
and 5.5 cents per gallon on White Crown. 

Suggested competitive retail prices and the discounts at which our products 
will be priced to dealers will change from time to time. You will be notified 
of such changes as they occur. 

Yours very truly, 
M. E. Crow. 

P. 8S. Applicable taxes in Peoria area: 


Cents 

a kc we enevan ea vwcooebusaerenublasel eo wl Sith etalk ee eeeee coed ee 3.0 

de a a er ea ee ok eee le eee re 5.0 
I. R. O. and municipal : 

lk 208 Cre Wh rsd orc ch ores SS RE ASSRSHRRSSSRES Re » | 

Soe WH ee COWES oo nrdicsccdccicimewewnviudnnabemecnaleie ieee 8 


This would result in a suggested pump price of 28.5 cents on Red Crown 
and 30.7 cents on White Crown. 
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SranpDarpD Orn Co. (INDIANA), 
SALES DEPARTMENT, 
Peoria, Ill., December 11, 1956. 
Mr. EvuGENE C. Brown, 
Bartonville, 1U.: 


Effective with the opening of business Wednesday, December 12, 1956, this 
company’s suggested competitive retail prices for Standard gasolines in your 
locality will be as follows: 

Cents 
per gallon 
Standard Red Crown gasoline 
Standard White Crown gasoline 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz., Federal excise tax, State 
motor fuel tax and municipal tax, if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 4.9 cents per gallon on Red Crown 
and 5.4 cents per gallon on White Crown. 

Suggested competitive retail prices and the discounts at which our products 
will be priced to dealers will change from time to time. You will be notified 
of such changes as they occur. 

Yours very truly, 
M. E. Crow. 

P. 8. Applicable taxes in Peoria area: 


Federal 

State_ 

IRO and municipal: 
On Red Crown 


30.4 cents on White Crown. 


STANDARD O1L Co. (INDIANA), 
SALES DEPARTMENT, 
Peoria, Ill., December 81, 1956. 
Mr. EUGENE C. Brown, 
Bartonville, Iu.: 

Effective with the opening of business Wednesday, January 2, 1957, this com- 
pany’s suggested competitive retail prices for Standard gasolines in your locality 
will be as follows: 


Cents 
per gallon 


Standard Red Crown gasoline 
Standard White Crown gasoline 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz., Federal excise tax, State 
motor fuel tax and municipal tax, if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 4.6 cents per gallon on Red Crown 
and 5.3 cents per gallon on White Crown. 

Suggested competitive retail prices and the discounts at which our products 
will be priced to dealers will change from time to time. You will be notified 
of such changes as they occur. 

Yours very truly, 
M. E. Crow. 

P. S. Applicable taxes in Peoria area: 

Cents 
Federal 
State 
IRO and municipal : 
On Red Crown 
On White Crown___- 


This would result in a suggested pump price of 26.9 cents on Red Crown and 
29.9 cents on White Crown. 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 115 


STANDARD Orn Co. MAILGRAM 
MUST BE GIVEN PREFERRED ATTENTION 


Peoria, Ill., January 9, 1957. 
All dealers 


Subject: Gasoline price increase. 
GENTLEMEN : Effective Thursday, January 10, 1957, the tank wagon dealer price 
of White Crown and Red Crown gasoline is increased 1 cent per gallon. 
Your salesmen will contact you shortly explaining this increase. 
Yours truly, 
M. E. Crow. 
Carbon copy: Reseller salesmen; special representatives, consumer. 


STANDARD O1L Co. (INDIANA), 
SALES DEPARTMENT, 


Peoria, Ill., January 9, 1957. 
Mr. EvGeNE Brown, 


Peoria, Il.: 
Effective with the opening of business Thursday, January 10, 1957, this com- 


pany’s suggested competitive retail prices for Standard gasolines in your locality 
will be as follows: 


Cents 
per gallon 
Gandara Bed Crown gasoline. 2 ee eee 19. 2 
Binaderd White Orows gascline. oii eee ee ee 22.1 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax, if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 4.8 cents per gallon on Red Crown and 
5.4 cents per gallon on White Crown. 

Suggested competitive retail prices and the discounts at which our products 
will be priced to dealers will change from time to time. You will be notified of 
such changes as they occur. 

Yours very truly, 





M. E. Crow. 
P. S. Applicable taxes in Peoria area: 
} Cents 
n- BIE oi 4 bs onset — te gpeeein cndueoentddotinnytecntiieteabigebhclgenbna tein hiih tastes 3.0 
ty SIR 5. dialectics ss doa wn ch lice bebo b-oleiiaaedtehegehbiaaslaninesial at anananmnaa 5.0 
IRO and municipal: 
on TIRE SI oc ctennepreennnainj ine in tnanenmintnns ap sinesbienintdniiann titetiatiaainianietaaaa tains on 
9 RT TE te, CI a sie ree ie erento teeretininnitimnttis i tinbathe diate dated .8 
2 This would result in a suggested pump price of 27.9 cents on Red Crown and 
he 30.9 cents on White Crown. 
ite 
STanparD Ort Co. (INDIANA), 
Ww SALES DEPARTMENT, 
wn Peoria, Iu., January 21, 1957. 
Mr. EuGENE Brown, 
ots Peoria, Jil.: 
ed Effective Tuesday, January 22, 1957, 120: 01 a. m., this company’s suggested 
competitive retail prices for Standard gasolines in your locality will be as follows, 
Federal, State, and sales taxes included: 
Cents 
per gallon 
nts Standard Red Crown gasoline See ra eee a ea ge ee ... 389 
3. 0 Standard White Crown gasoline Sdcdaed ete Sac ie tal) Re eee 28. 9 
9. 0 


-1-+1 


ind 
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Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above. 

Standard’s price to dealers will be computed on the basis of gross discounts 
including sales taxes below the above suggested competitive retail prices of 5.0 
cents per gallon on Red Crown and 5.5 cents per gallon on White Crown. Sug- 
gested competive retail prices and the discounts at which our products will be 
priced to dealers will change from time to time. You will be notified of such 
changes as they occur. 

Yours truly, 
M. E. Crow. 


STANDARD Ort Co. (INDIANA), 
SALES DEPARTMENT, 
Peoria, Ill., February 4, 1957. 
Mr. EveGEeNnE Brown, 
700 McKinley Avenue, Bartonville, Il.: 

Effective Tuesday, February 5, 1957, 12: 01 a. m., this company’s suggested com- 
petitive retail prices for Standard gasolines in your locality will be as follows, 
Federal, State, and sales taxes included: 

Centa 
per gallon 
Standard Red Crown gasoline_______-____~~- LJ. 
Standard White Crown gasoline_____.--__.._-__-----__- eS abe 34.9 


Value of trading stamps, if issued with the sales of gasoline, to be added to the 
above. 

Standard’s price to dealers will be computed on the basis of gross discounts 
including sales taxes below the above suggested competitive retail prices of 6.6 
cents per gallon on Red Crown and 7.1 cents per gallon on White Crown. Sug- 
gested competitive retail prices and the discounts at which our products will 
be priced to dealers will change from time to time. You will be notified of such 
changes as they occur. 

Yours truly, 
M. E. Crow. 


STANDARD OIL Co. (INDIANA), 
Peoria, Ill., March 25, 1957. 
Mr. EUGENE Brown, 
700 McKinley Avenue, 
Bartonville, Jil.: 

Effective Tuesday, March 25, 1957, 12:01 a. m., this company’s suggested 
competitive retail prices for Standard gasolines in your locality will be as 
follows, Federal, States and sales taxes included : 

Centa 
per gallon 
Seen ee, CTE POI nn tenn ne 30.9 
eee 


Value of trading stamps, if issued with the sales of gasoline, to be added to 
the above. 

Standard’s price to dealers will be computed on the basis of gross discounts 
including sales taxes below the above suggested competitive retail prices of 6.3 
cents per gallon on Red Crown and 6.9 cents per gallon on White Crown. Sug- 
gested competitive retail prices and the discounts at which our products will be 
priced to dealers will change from time to time. You will be notified of such 
changes as they occur. 

Yours truly, 
M. E. Crow. 
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STANDARD Orn Co. (INDIANA), 
Peoria, Ill., April 15, 1957. 
Mr. EuGENE Brown, 
700 McKinley Avenue, Bartonville, Jll.: 
Effective Tuesday, April 16, 1957, 12:01 a. m., this company’s suggested 
competitive prices for Standard gasolines in your locality will be as follows, 
Federal, State, and sales taxes included : 


Cents 
per galion 
Remmi ol TEGidk CSW DR, I i aa cia aes ian ctiaaitienig st Bi sb ininipts alma leMeen 31.9 
enna UF SERENE UD ON, NEPALI, sk oh cis ses anh eben te scp ovecrscihabieadenay ne ciaacipebacioibicntee arta 34. ¢ 


Standard’s prices to dealers will be computed on the basis of gross discounts 
including sales taxes below the above suggested competitive retail prices of 
6.6 cents per gallon on Red Crown and 7.2 cents per gallon on White Crown. 
Suggested competitive retail prices and the discounts at which our products will 
be priced to dealers will change from time to time. You will be notified of such 
changes as they occur. 

Yours truly, 
M. E. Crow. 

Mr. Roosrvetr. It is signed Eugene Brown, subscribed and sworn 
to before me on this 30th day of April, 1957. 

This is your affidavit, is it not ? 

Mr. E. Brown. Yes, that is right. 

Mr. Rooseverr. I mention this in order that the representatives 
of the Standard Oil Co. may make such comment tomorrow as they 
may wish to in rebuttal. 

Was any vote announced at this meeting ? 

Mr. E. Brown. They did not vote because, like I said in the afli- 
davit there, that in my estimation that would be price fixing. 

If you took a standing vote before an open meeting, that would 
be price fixing, and I don’t know whether I am right or wrong, but 
I would say it would be price fixing. 

Mr. Roosevetr. Do you know whether any of the dealers that you 
refer to as later saying they were not in favor of it actually. told 
Mr. Roe that they were in favor of this? 

Mr. E. Brown. I couldn’t say because I had to leave early to get 
back to my business because from 3 to 5:30 the Caterpillar Tractor 
Works and Keystone Steel and Wire Co. let out and we are busy. 
We thought the meeting would only last about an hour or so and they 
kept us there that long, which we had a lot of discussion on it, and 
they had a blackboard outlining their figures and so forth. 

Mr. Roosrvett. Following the receipt “of the letter the next day, 
did most of these stations, or did all or have you any know ledge 
as to how many of these stations went with the suggested price 
program ¢ 

Mr. E. Brown. I would say 95 percent went along. I didn’t go 
along for 3 days until I was forced into it. 

Mr. Roosrvetr. How were you forced into it? 

Mr. E. Brown. Due to the type of station, one block from me, a 
Shell C type, and a mile away across what we call a viaduct in Peoria 
of an L/C type Standard station. 

Mr. Roosrvetr. At this time, as far as you know up to this time 
had there been any need for you to meet that competition ? 

Mr. E. Brown. Not in my estimation, or the dealers’ estimation. 

I will just quote you a note. Mr. Crowe said before this meeting 
that one time in the Peoria area they controlled 25 percent of the 
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business. It dropped to 22, 19, 18, and got down to as low as roughly 
approximately 17 percent, and they were going to get it back. How 
you get it back you can just imagine. 

Mr. Roosrverr. Do you mean they are going to get it back—— 

Mr. E. Brown. At the dealer’s expense, in my opinion. 

I would like to say one word right now, if I may. 

Mr. Roosevetr. Yes, go ahead. 

Mr. E. Brown. I noticed sitting back there all the time, if all the 
brass of the big oil companies w ould come to a meeting and listen to 
the little dealer like myself and some of the rest of us, I think any- 
thing can be thrashed out around the table without their salaried 
stooges going out and pressurizing the service-station manager. I 
say salaried stooges because that is all they are. 

Mr. Surenan. How long have you been in the gas-station business? 

Mr. E. Brown. Fifteen years. 

Mr. Suernan. How many years have you made money / 

Mr. E. Brown. To tell you the truth, I made money all the time 
because I own my own property. 

Mr. SueeHan. You have never lost any money / 

Mr. E. Pin aL ae I am not making money right now. Since 
the first of the year, for the record, I have made—I mean, I keep an 
accurate set of books: very accurate. I made $389 for 3 months. 
That is no money. 

Mr. Surenan. You expect to lose money at the end of the year? 

Mr. E. Brown. No. 

Mr. Sueenan. You will make it up? 

Mr. E. Brown. No I have my financial statement, if you care to 
look at it. 

Mr. Sueenan. No, I just wanted to know your own personal 
opinion. 

Mr. E. Brown. Allright. 

Mr. Roosevetr. I want to say for the record that the reason that I 
particularly wanted you to appear is because there was so much com- 
ment in the Standard Oil statement that all these complaints came 
from people who did not make money, so I wanted to show at least 
occasionally there is a responsible person from the point of view of 
longevity and having made money who feels as you do. 

Mr. EF. Brown. I will state this for the company’s benefit—it isn’t 
all the company’s fault. It is some of the dealers’ fault. But I have 
made money due to the fact that I keep an accurate set of books and I 
know where I am standing every month of the year. 

Here is one other thing. I would like to say. Mr. Roosevelt has a bill 
up, divorcement bill. Now, in the Peoria area, we have four stations 
like mine. 

I go to the division office and I pound on the desk and raise hell and 
what have you because I am not afraid of them. Ninety-eight per- 
cent of the dealers are afraid to go into the office and tell them what 
they think. I don’t care who it is. You got a right as an American 
citizen. That is what we fight for, to ret up and go to any man’s 
office and sit down and drink a cup of coffee with him and fire out 
across the desk what you want to say, and he should be man enough, 
whether he is the president of Standard or the president of Shell or 
anything else, to listen to the little guy that meets the public because 
if I don’t make money, the company don’t make money. 
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Mr. Roosrvett. Do you think you are braver because you own your 
own station ¢ 

Mr. E. Brown. Yes, sir, definitely, although we do have a couple of 
dealers that haven’t got guts enough to do it. 

Mr. SHeeHan. You heard testimony this morning wherein Standard 
stated they had set up these dealer relationship programs so that the 
various dealers could voice their problems or their complaints. 

Have you ever been able to make use of that program / 

Mr. E. Brown. We have never had one in the Peoria division that I 
know of. I understand they had a few—maybe they come into Chi- 
ago and talked to Mr. Gwynn and took him out and wined and dined 
him. Now, I don’t think they would ever invite me in because I am 
too outspoken to say what I think. 

If Lam wrong, it is fine. 

Mr. SHEEHAN. Have you ever tried to contact Standard officials to 
talk to them about your views on these various things ? 

Mr. E. Brown. One time, during a gas war, and this goes back sev- 
eral years ago, I threatened to call the chairman of the board, Mr. 
Wilson. I was talked out of it because I am the small fry, see. 

Mr. SHreHan. Are you scared of Mr. Wilson? 

Mr. E. Brown. No, absolutely not. Iam not afraid of the President 
of the United States. 

Mr. SHEeeHAN. You mentioned before in talking about this new 
Standard plan wherein they asked you to set a new price right at your 
station, and then in response to a question to Mr. Roosevelt about your 
cutting your price, you said, I believe, there was a Shell station on one 
corner 2 

Mr. E. Brown. A block from us. 

Mr. SueeHan. And there wasa Standard station 

Mr. E. Brown. Roughly a mile. You see, this village is just a sub- 
urb of Peoria and we have what is called the bottoms. 

Mr. SHeenHan. At that point you said you were forced to drop your 
price 

Mr. E. Brown. Yes. 

Mr. SurenHAn. Who forced you? 

Mr. E. Brown. Here’s the thing. I am sitting here at 32.9 

Mr. Sueenan. The Standard Co. forced you to drop your price ? 

Mr. E. Brown. Did they force me? 

Mr. SuHeeHan. Yes? 

Mr. E. Brown. Well, can I go around this my own way! No, they 
definitely didn’t force me to. The suggested price on these C type 
operations—you fellows are acquainted with the C type, I think. All 

right, if they set a price, with stamps I was 32.9. I think you will 
read in the letter they didn’t do anything about stamps until I got 
on their neck and jumped up and down and they made a cent differ- 
ential. I was setting at 32.9. They dropped it. He went to 30.9. 
Finally, Shell went to 25.9. Ican’t sell at 28.9. I would bea S. O. B. 
to the public. I would be jabbing them if I was 28.9. They would 
quit trading with me. They are going to go to the sign on the street 
that says 25.9 and I don’t believe in signs. I never had a sign up. 

Mr. Sueenan. The point I want to get at, Mr. Brown, in the testi- 
mony you left the implication, at least with me, and the committee 
when you described what happened and the fact that Standard had 
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instituted this new plan, and when you said you were forced the con- 
clusion I’m sure a lot of us jumped at was that Standard forced you. 

Now you are saying you were forced to lower your price with com- 
petition. 

Mr. E. Brown. They set the price in those stations. I can’t stay 
above those stations. 

Mr. SHreeHan. One was Shell and one was Standard ¢ 

Mr. E. Brown. Yes. 

Mr. Surenan. How far was Standard ? 

Mr. E. Brown. About a mile away. Shell was in the next block. 

Mr. SuHeeman. Were there any mitigating circumstances in that 
Standard station meeting anyone else’s competition { a 

Mr. E. Brown. They s say they make a survey of the area. Well, 
how can you make a survey of an area if everybody is up and they 
drop the price? 

If you make a survey in the area and everybody is up, how can 
you come down on the price if you say you are going to make a survey 
to drop that price? 

Mr. Surenan. However, as an independent oe and owning 
your own station, you don’t have to do what Standard or anybody else 
is doing. 

Mr. E. Brown. No, but they got the pressure on him. 

Mr. Sueenan. The only reason, then, you are forced to drop it, 
you want to meet competition ? 

Mr. E. Brown. I had to do it, either that or go out of business. 

Mr. Roosrvetr. You mean competition of your own company in 
part, is that correct ? 

Mr. E. Brown. Of Standard and Shell. 

Mr. Roosevetr. Your own company 

Mr. E. Brown. Of the L/C type. 

Mr. Roosevetr. And that is part of this so-called suggested price 
system that you have referred to. 

Mr. E. Brown. Of course, they make this survey and their suggested 
price is down and the rest of us have to follow it on this C type 
operation. 

Mr. Sueenan. In the 15 years you have been in business, how many 
times have you run into these depressed prices Where there was more 
or less either a main or major price war? 

Mr. E. Brown. I don’t know whether you gentlemen are acquainted 
with Peoria. We have the Illinois River. Up to 4 years ago, the river 
was the dividing line. We haven't had a gas war in 15 years until a 
couple of years back, and this last fall, starting in November, that was 
the largest one we had. It ended in January. 

Mr. SuerHan. You had a price war last November and had one this 
year and one 3 years ago. 

Mr. E. Brown. I think it was 3 years ago. 

Mr. Sueenan. In spite of which you operated successfully from a 
financial profit standpoint ? 

Mr. E. Brown. If you want to call it that. 

Mr. Sureman. IT am just inc wiring. 

Mr. E. Brown. I didn’t go into the red. 

Mr. SHEEHAN. I am in business, too, and many times I have to meet 
competition and sel] it at a loss for certain periods of time but it didn’t 
put me out of business. 
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You wouldn’t want the committee to feel just because a price war is . 
going to take sae you are absolutely ruined. 

Mr. E. Brown. No, definitely not. . 

Mr. SHEEHAN. That is all. | 

Mr. Brown. In your opinion, can a lessee, Standard Oil lessee who 
sells 15,000 gallons of gasoline a month, and makes a diligent ae to i 
sell related items, who works 55 hours a week and gets a 2-week vaca- 
tion a year, can he make $8,400 a year ? 


Mr. E. Brown. No, sir. 
Mr. Newuis. Just one question that I want to make clear for the 
record. 


Was there a depressed price condition in November of 1956 at the 
time this suggested retail price plan was put into effect by the com- 
pany ¢ 

Mr. E. Brown. It was started by them. 

Mr. Netuis. How soon after the beginning of the price war did this 
meeting occur ? 

Mr. E. Brown. Do you mean the first meeting ? 

Mr. Neuuts. The meeting at which the dealers, you say—— . 

Mr. E. Brown. That was before the price situation started. 

Mr. Nevuts. How much before? 

Mr. EK. Brown. Well, we had the meeting like this afternoon, and 
it was called for 1 o'clock. Tomorrow morning they said they would 
take a vote as we passed out. I left before but after the next mor ning 
they give us a phone call and then I get my mail about 11:30 or 11 45 
and I. got the letter you have there. 

Mr. Neuis. What you are testtifying to, as I understand it, is that 
the depressed price didn’t occur until after this meeting ? 

Mr. E. Brown. In our estimation. All the major dealers were 
pretty much on a par. 

Mr. Nevuis. You state in your statement you talked with about 15 
or 20 dealers later and that 75 percent of these 15 or 20 didn’t go along 
with the vote. 

Mr. E. Brown. They wondered how they arrived at the vote be- 

cause they didn’t vote that way. 

Mr. Nexis. Did they make a record of their opposition, to your 
knowledge ? 

Mr. E. Brown. No. 

Mr. Nexus. Do you know their names? 

Mr. “9 Brown. I could get them, yes. 

Mr. Neus. Will you submit the names of those dealers who spoke 
to you ‘at this time and stated what you said they did? 

Mr. E. Brown. Sure. 

(The following telegram was received on May 27:) 


Peoria, ILu., May 27, 1957. 
JosePH L. NELLIS, 
Special Counsel, House Small Business Conmittee, 
Washington, D. C.: 

I contacted dealers and after discussion they refused to have their names or 
remarks used in fear of pressure from company. I am very sorry to report that 
the dealers in our area are so spineless. Feel free to call me for any other 
information. 


Mr. Neuuts. That is all. 
Mr. Datmas. No questions. 


GENE BRowN. 
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instituted this new plan, and when you said you were forced the con- 
clusion I’m sure a lot of us jumped at was that Standard forced you. 

Now you are saying you were forced to lower your price with com- 
petition. 

Mr. E. Brown. They set the price in those stations. I can’t stay 
above those stations. 

Mr. SHEEHAN. One was Shell and one was Standard ? 

Mr. E. Brown. Yes. 

Mr. Sueenan. How far was Standard ? 

Mr. E. Brown. About a mile away. Shell was in the next block. 

Mr. Surenan. Were there any mitigating circumstances in that 
Standard station meeting anyone else’s competition ? 

Mr. E. Brown. They say they make a survey of the area. Well, 
how can you make a survey of an area if everybody is up and they 
drop the price? 

If you make a survey in the area and everybody is up, how can 
you come down on the price if you say you are going to make a survey 
to drop that price? 

Mr. Surenan. However, as an independent operator and owning 
your own station, you don’t have to do what Standard or anybody else 
is doing. 

Mr. E. Brown. No, but they got the pressure on him. 

Mr. Sueenan. The only reason, then, you are forced to drop it, 
you want to meet competition ? 

Mr. EF. Brown. I had to do it, either that or go out of business. 

Mr. Roosevetr. You mean competition of your own company in 
part, is that correct ? 

Mr. E. Brown. Of Standard and Shell. 

Mr. Roosrevetr. Your own company 

Mr. E. Brown. Of the L/C type. 

Mr. Rooseverr. And that is part of this so-called suggested price 
system that you have referred to. 

Mr. E. Brown. Of course, they make this survey and their suggested 
price is down and the rest of us have to follow it on this C type 
operation. 

Mr. Surenan. In the 15 years you have been in business, how many 
times have you run into these de pressed prices where there was more 
or less either a main or major price war? 

Mr. E. Brown. I don’t know whether you gentlemen are ac qui ainted 
with Peoria. We have the Illinois River. Up to 4 years ago, the river 
was the dividing line. We haven’t had a gas war in 15 years until a 
couple of years back, and this last fall, starting in November, that was 
the largest one we had. It ended in January. 

Mr. Suerwan. You had a price war last November and had one this 
year and one 3 years ago. 

Mr. FE. Brown. I think it was 3 years ago. 

Mr. Sueenan. In spite of which you operated successfully from a 
financial profit standpoint ? 

Mr. E. Brown. If you want to call it that. 

Mr. Surenan. T am just inquiring. 

Mr. E. Brown. I didn’t go into the red. 

Mr. Surenan. I am in business, too, and many times I have to meet 
competition and sel] it at a loss for certain periods of time but it didn’t 
put me out of business. 
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You wouldn’t want the committee to feel just because a price war is 
going to take place you are absolutely ruined. 

Mr. E. Brown. No, definitely not. 

Mr, SHeenHan. That is all. 

Mr. Brown. In your opinion, can a lessee, Standard Oil lessee who 
sells 15,000 gallons of gasoline a month, and makes a diligent effort to 
sell related items, who works 55 hours a week and gets a 2-week vaca- 
tion a year, can he make $8,400 a year ¢ 

Mr. E. Brown. No, sir. 

Mr. Neuuts. Just one question that I want to make clear for the 
record. 

Was there a depressed price condition in November of 1956 at the 
time this suggested retail price plan was put into effect by the com- 
pany ¢ 

Mr. E. Brown. It was started by them. 

Mr. Netuis. How soon after the beginning of the price war did this 
meeting occur ? 

Mr. E. Brown. Do you mean the first meeting / 

Mr. Netuis. The meeting at which the dealers, you say— 

Mr. E. Brown. That was before the price situation started. 

Mr. Ne.uts. How much before ? 

Mr. E. Brown. Well, we had the meeting like this afternoon, and 
it was called for 1 o’clock. Tomorrow morning they said they would 
take a vote as we passed out. I left before but after the next morning 
they give us a phone call and then I get my mail about 11:30 or 11:45 
and I got the letter you have there. 

Mr. Nevis. What you are testtifying to, as I understand it, is that 
the depressed price didn’t oceur until after this meeting 

Mr. E. Brown. In our estimation. All the major dealers were 
pretty much on a par. 

Mr. Netuts. You state in your statement you talked with about 15 
or 20 dealers later and that 75 percent of these 15 or 20 didn’t go along 
with the vote. 

Mr. E. Brown. They wondered how they arrived at the vote be- 
cause they didn’t vote that way. 

Mr. Nexis. Did they make a record of their opposition, to your 
knowledge ? 

Mr. E. Brown. No. 

Mr. Nexuts. Do you know their names? 

Mr. E. Brown. I could get them, yes. 

Mr. Nexis. Will you submit the names of those dealers who spoke 
to you at this time and stated what you said they did? 

Mr. E. Brown. Sure. 

(The following telegram was received on May 27:) 


PEorIA, ILL., May 27, 1957. 
JosepuH L. NELLIS, 


Special Counsel, House Small Business Committee, 
Washington, D. C.: 

I contacted dealers and after discussion they refused to have their names or 
remarks used in fear of pressure from company. I am very sorry to report that 
the dealers in our area are so spineless. Feel free to call me for any other 
information. 


Mr. Neuuts. That is all. 
Mr. Dataas. No questions. 


GENE BROWN. 
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Mr. Roosrevetr. Thank you very much, Mr. Brown. I am happy 
to have you before the committee. 

Is Mr. Cross of Sinclair present ? 

Do you want to make a statement to the committee ? 

Mr. Cross. Whenever you want it. 

Mr. Roosrverr. We don’t want to deprive you of the opportunity 
of making a statement. If you have nothing that hasn’t already been 
covered, frankly, it is now 5 minutes past 5, ‘and we would just as soon 
not add to the record. 

Mr. Cross. I am delighted to leave it on the al as it is now. 

Mr. Rooseve.r. Counsel informs me that tomorrow there will be 
a Sinclair dealer testifying, and I believe you have the name and if 
there are any question which we might want to ask you tomorrow 
following that dealer testimony, why, we will appreciate it if you 
will be here. 

Mr. McInvosu. My name is Donald McIntosh. I am attorney for 
Sinclair. If there is subsequent testimony affecting Sinclair, we would 
like the opportunity to investigate and explore it, and when we have 
done that, we would like the committee to permit us to furnish a 
witness at a subsequent hearing, if that is agreeable. 

Mr. Roosrver. We would be very happy to call you or accord you 
that right. It may be necessary for you to come to Washington, but 
we will do the best we can. 

The committee will now hear from Mr. Dawes of the Clark Oil & 
Refining Corp., an independent dealer. 

Mr. Dawes, will you please raise you right hand? 

Do you solemnly swear the testimony you are about to give to this 
committee shall be the truth, the whole truth and nothing but the 


truth so help you God? 
Mr. Dawes. I do. 


TESTIMONY OF I. H. DAWES, EXECUTIVE VICE PRESIDENT OF THE 
CLARK OIL & REFINING CORP., OF MILWAUKEE, WIS. 


Mr. Roosevetr. Mr. Dawes, if you identify yourself and give your 
address to the reporter, we will be delighted to hear your testimony. 

Mr. Dawes. I am not certain just how germane my remarks are 
going to be for the consideration of the committee. 

I was called yesterday afternon and I prepared these remarks last 
night in the hotel. I shall, however, read my remarks. They may 
be of an adverse nature. 

The company I represent is engaged in refining, transporting, and 
marketing of petroleum products, not in production, and is referred 
to as an independent. We have been so engaged in the Middle West 
for approximately 25 years. 

I should like to say at the outset that we are engaged in a dynamic 
highly competitive and exacting industry in which “large companies 
and small companies energetic ally compete with each other to bring 
high quality petroleum produe ts to the public at the lowest possible 
price. 

Of one thing I am sure there is no combination or concerted action 
in refining and marketing which tends to restrain competition and 
thereby increase the price of petroleum unjustifiably. 
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--The fact of the matter is I believe the opposite to be true; The 
competition is so keen and the margins at times so narrow that the 
drial and less efficient operators are adversely affected. It is this 
attrition brought on by highly competitive practices that has tended 
to bring about consohdations, mergers and concentrations, particu- 
larly in the refining segment of the industry. 

This same general condition, namely the striving for quality at 
the lowest possible price has put great pressures upon the marketing 
segment of the industry, particularly the jobbers, dealers and dis- 
tvibutors. In order to successfully compete their respective suppliers 
have been obliged to exact of their distributors a very high degree 
of efficiency, salesmanship and general business conduct. 

This has frequently resulted in general and specific complaints on 
the part of the jobbers and dealers who are pressed to stay competi- 
tive and to be successful. 

I should like to observe however that the majority of the refiners 
and distributors with a fair share of demonstrative abilities continue 
in the industry with a high degree of success. I believe my company 
to be a typical example. 

It must be recognized that there have been many factors making 
it increasingly difficult particularly for independent refiners to 
expand and remain competitive, and I shall deal with two of these 
factors. One of these factors is the difficulty of generating enough 
capital under our present tax structures to acquire the expensive re- 
finery facilities to manufacture present-day petroleum products. It 
is most difficult for individuals and small compuanies to retain enough 
of their earned dollars to permit significant reinvestment, and in my 
opinion the committee might give consideration to the matter of 
granting some tax relief in the case where earnings are reinvested in 
capital improvements. 

Another factor of great importance to the independent refiners is 
the cost of his raw material, crude oil. The cost of crude must remain 
in fair balance with the selling price of finished petroleum products. 
I have previously indicated that the marketing segment of the indus- 
try is highly competitive. 

No one company or combination of companies sets a posted or 
uniform price for finished products. The price for products is set 
largely by the law of supply and demand. If inventories are high 
the price inevitably will go down. It is also true that excessive in- 
ventories tend to precipitate price wars. The marketing segment of 
the industry is very sensitive. It, therefore, is self-apparent that 
the price of crude oil and the price at which finished products are 
sold must rise and fall together and that anything that tends to arti- 
ficially fix or stabilize one and not the other would be prejudicial. 

The law of supply and demand for crude oil receives an assist in 
the right direction, to a large measure, by the various State regula- 
tory authorities. 

Unfortunately for the independent refiner, without the compensating 
advantage of his own crude, excessive crude runs to stills resulting in 
excessive inventories causes an unbalanced condition between his cost 
of raw material and the price of his products. This situation calls for 
a great deal of restraint on the part of all refiners. The restraint has 
been forthcoming. Much more interest should be taken by the pro- 
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ducing segment of our industry in the matter, especially the inde- 
pendent producer who is increasingly relying upon the independent 
refiner as a market for his crude oil, their interests are inexorably tied 
together in the long run. 

I am of the opinion that there is no specific action required of the 
committee except to see that the general laws of competition and 
supply and demand are given full freedom of control in all segments 
of the industry. The industry and the Government are charged with 
this responsibility. As long as all segments marketing, refining and 
production and operating on a equal competitive level without preju- 
dice one to the other the industry as a whole will serve.the public and 
the Government well. 

Mr. Roosrverr. Thank you, Mr. Dawes, for your interesting state- 
ment. 

The committee understands you had a long discussion with Mr. 
Nellis, counsel, so we will let him ask you a few questions. 

Just to get the record on your company, Mr. Dawes, I think it is of 
interest to this committee because we have had few independent refin- 
ers available for testimony. 

Your company is the last independent refiner in this area; is that not 
true? 

Mr. Dawes. Well, I hope we are not the last. 

Mr. Roosevetr. You are the sole remaining one; is that not true? 

Mr. Dawes. By area, do you mean Chicago / 

Mr. Roosrvetr. Yes; the Chicago area. 

Mr. Dawes. Well, let’s see. I think that there is a small refinery at 
Gary, Ind., the old Johnson Oil & Refining now owned by Berry 
Asphalt—I don’t know just what products they make, but there is a 
refinery there. 

I might answer your question fairly by saying I guess we are the only 
independent refinery of any significance. 

Mr. Netxis. When I asked you about that last night in our inter- 
view, I think your answer was in substance as follows, and I think you 
should correct me if I am misstating your answer. 

I asked you why there had been such a steady decline in the total 
number of independent refineries in this area, and your statement to 
me, as I recall it was twofold: 

A. The inability of the independent refiner to generate enough 
capital. 

Mr. Dawes. I have referred to that in my remarks. 

Mr. Neus. And, B, the fact that the price of crude oil is fixed, 
posted. There is no competitive aspect in the buying of crude oil 
whereas the rest of the market is entirely competitive. Is that sub- 
stantially your statement to me? 

Mr. Dawes. I believe that conforms to the two remarks in my 
prepared statement. t 

You will appreciate, and what I refer to is this, that competitive 
pressures are exerted by inventories. As competitive pressures are 
exerted on any segment of the industry, you will find conflicts, you 
will find problems, you will find that use of certain tactics precipitate 
conditions out of which many people have trouble. 

Mr. Nexus. Yes, but I was referring specifically to your state- 
ment concerning the reason for the decline in the number of independ- 
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ent refiners, and I think if I am not mistaken, your characterization 
of it was that marketing from the refinery level down to the retail 
level was along for the ride, isn’t that what you said 

Mr. Dawes. I think it is generally true that if one segment of the 
industry at any time operates on a basis that is not profitable, is not 
sustaining within itself, there are repercussions that follow in that 
regard. 

Mr. Neus. Now, getting to your own company, I think you told 
me you had something like 450 company-owned outlets at a retail 
level ? 

Mr. Dawes. Yes. 

Mr. Newuis. And you operate in 14 States? 

Mr. Dawes. That is right. 

Mr. Nexis. You are a Wisconsin corporation ¢ 

Mr. Dawes. That is right, sir. 

Mr. Netuis. You have a one-grade premium gasoline of a rather 
high degree of quality, is that right? 

Mr. Dawes. Yes. 

Mr. Newwis. It sells, roughly, at 1 to 114 cents under the regular 
and premium price of the mi ajor ‘oil companies ¢ 

Mr. Dawes. That is right. 

Mr. Nexis. You also have a small number of lessess ? 

Mr. Dawes. We have a few. 

Mr. Nexus. Then if you get into price trouble yith your particular 
product, you follow the same pattern of the rebate system 

Mr. Dawes. Generally the same. 

Mr. Neus. As the majors. You also sell to jobbers direct, is that 
not correct ¢ 

Mr. Dawes. We have a wholesale department, yes, sir. 

Mr. Neus. Some of your gas, where your refining capacity is not 
sufficient to serve your own outlets, is procured from major oil com- 
panies ¢ 

Mr. Dawes. Well, it is procured generally. I wouldn’t say from 
major oil companies. It is procured generally and broadly from 
other refiners. 

Mr. Netuts. In general, your problems at the marketing levels are 
about the same as ‘though you were of a major oil company size / 

Mr. Dawes. That is right. 

Mr. Neuiis. And the fact that you have no crude production of 
your own is the major difficulty that your company faces from time 
to time in terms of buying crude to serve your refineries in Louisiana 
and in Chicago / 

Mr. Dawes. Basically we have no problem buying crude oil. 

Mr. Netuis. It is all bought at a posted price ¢ 

Mr. Dawes. Yes. 

Mr. Newtuis. You don’t compete with other buyers in the procure- 
ment of crude / 

Mr. Dawes. I suppose we do compete. The point is that certainly 
there is much more stability, let us say, in the price of crude oil than 
there is in the price of the filling station pump or price of whole- 
sale finished products. They don’t rise and fall together. 

Mr. Nevis. You mean stability because it is posted and 

Mr. Dawes. Well, I make that observation. Exactly why it is is 
something that anyone can judge. 
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Mr. Netuts. That is all. 

Mr. Roosrevert. Mr. Dawes, I note on page 2 of your testimony 
that you say the law of supply and demand for crude oil receives an 
assist in the right direction, to a large measure, by the various State 
regulatory authorities. 

Will you expand on that, please ? 

Mr. Dawes. Well, you are getting back to the question of—my 
thought here w as—I think ev eryone w vill agree, who has done a pretty 
good | job—has done a pretty good job from the sti indpoint of supply- 
ing the motoring public and people g generally with products at a very 
reasonable price, when you compare it with other products that has 
been brought about by reason of perfection in operations, expansion 
of operations, and the point is that if the marketing and distribution 
elements, segment of the industry, is not pressed with a surplus, with 
excessive inventories, brought about basic ‘ally by supplies exceeding 
the demand, the distribution and marketing level should be normal. 

However, if it is necessary on the part of any significant number of. 
producers to produce crude irrespective of the finished product in- 
ventories and general markets, there is pressure applied for the dis- 
tribution. 

Petroleum is a perishable product—for the distribution of that 
oversupply of petroleum in markets that simply cannot absorb them 
with the result of distressed conditions brought about in listening to 
the testimony in the room today—it is apparent it is the beginning of 
trouble when markets and areas are affected by the desire on the part 
of some to sell more products than the market normally can absorb. 
That has repercussions on dealers. 

I referred to the matter of the control of crude oil as being desir- 
able from the standpoint of a normal supply commensurate with the 
demand. 

Mr. Roosrvetr. Well now, specifically, Mr. Dawes, what are the 

various State regulatory authorities that you refer to, and what are the 
specific things that they have done which help cure the situation ? 

Mr. Dawes. Well, the Texas Railroad Commission, the proration 
authorities of States such as Okl: thoma, Kansas, and Louisiana who 
measure the requirement for the petroleum industry through figures 
that are promulgated by the Bureau of Mines and other agencies, as 
to the requirements for the succeeding month of petroleum. products, 
and, accordingly, to the extent that they are able to do it, they allow 
production within bounds of consumption. 

That is the practice, and I am sure you are well aware of it or 
you know about it. 

Now, that is helpful in keeping stability and avoiding the necessity 
for the dumping of products and for the ‘accumulation of inventories 
that become oppressive and that seek a market. 

Mr. Rooseverr. Mr. Dawes, do you feel that similar arrangements 
in other producing areas that do ‘not have such regulatory authori- 
ties would be of further assistance in controlling the situation ? 

Mr. Dawes. Oh, I think crude oil handles itself very well in that 
respect. Unfortunately, we don’t find sufficient restraint in the con- 
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‘trol of inventories, in my opinion. In the other phases of the in- 
‘dustry, and we should seek as best as we can not through regulation, 
but through understanding and restraint, to keep these inventories 
within bounds. 

Mr. Roosrvetr. Would expanded capacity on the part of inde- 
‘pendent refineries perhaps contribute somewhat to a better and more 
stabilized situation ? 

Mr. Dawes. Oh, I don’t think we need any expanded capacities in 
refining it on the part of either the majors or the independents. 

We have sufficient capacity in this country to produce, under nor- 
mal conditions, except in emergency, all the products we need, at 
least today. 

Mr. Roosrve.tr. Would additional reserve storage tanks be of help ? 

Mr. Dawes. Of no help at all. 

Mr. Roosrverr. How do you ship your crude to your refinery in 
this area? 

Mr. Dawes. By common-carrier pipeline. 

Mr. Roosrverr. Is that always open to you in whatever quantity 
you wish ¢ 

Mr. Dawes. It is. 

Mr. Roosrvett. In other words, your specific suggestion to the com- 
mittee is that the industry itself, by the use of restraint, and modera- 
tion and good judgment, can really accomplish the success of most 
of these price wars by not creating a condition of oversupply which 
they must ¢ 

Mr. Dawes. It certainly would moderate the problem very signifi- 
cantly. 

Mr. Roosreverr. And, of course, on the other hand, you also feel 
as I think this committee has been particularly aware that the matter 
of making available financing to small-business people, not. restrict- 
ing it, incidentally, to refiners and independent refiners, is of tre- 
mendous importance to the free economy. 

Mr. Dawes. Well, provided the independent refiner has a place in 
the industry. If he is to survive. The requirements of modern-day 
refineries are such, today, that, and I wouldn’t say necessarily it was 
a matter of borrowing money—I would say that it is a matter of 
perhaps some special treatment, and I feel very strongly about this 
matter of the difference between reinvesting money in capital im- 
provements, and just taking it away and spending it some place or 
investing it in a trust, but ‘the independent refiner is so put to it to 
save enough residual dollars to reinvest in these enormously expensive 
units tod: ary—I am explaining why—if the question was put to you, 
why there has been a disappearance of independent refiners. You 
asked me the question and I gave you the answer. 

They cannot generate enough money to stay in this industry and 
they are lisappea ring. 

Mr. Roosrvetr. In other words, the problem of taxes and the exam- 
ination of the tax structure, as far as the small businesses is concerned, 
is vital. 

Mr. Dawes. Of paramount importance. 
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Mr. Brown. Would you say, Mr. Dawes, that when you speak of 
capital you are talking about equity capital being favorable, not loans? 

Mr. Dawes. I am not talking about loans. 

Mr. Brown. This committee has had many suggestions. We won’t 
go into them in detail, but they range all the way ‘from a capital bank 
setup around the country primarily for small businesses on up to the 
mutual trust-fund type of operation to provide equity capital for 
business. 

Is that the type of thing that might lead to what you are driving at, 
equity capital for small businesses ? 

Mr. Dawes. Well, I don’t personally subscribe to any special treat- 
ment for small people. I think that a subsidy is not what I refer to. 

Mr. Brown. Mr. Dawes, I am not talking about a subsidy. 

Mr. Dawes. Or any special place to go and borrow money. The 
independent refiners can borrow money “through the normal chains, 
but you will appreciate that it is difficult for a small or ganization to 
‘aise large sums of money in the market. 

I was thinking more of tax relief or special ene in certain 
classifications where there might be advantages, or there might be 
special considerations where reinvestment is mi a he in the industry— 
in the facilities, even, restricted to the facilities in this plant. 

You don’t avoid taxes. You simply defer them. 

Mr. Sueenan. Mr. Dawes, along that line, of course, you know that 
tax bills have been introduced in Congress to give effective tax relief 
to people who will reinvest their earnings into plants and equipment 
for further production. 

Mr. Dawes. Yes. 

Mr. SHernHan. Because, it is our feeling the big problem, and I want 
to know whether you think so, with small business today is tax. 
Fifty-two cents out of every dollar goes to Uncle Sam, so for the 
small-business man like yourself who is small, although big com- 
pared to other businesses, you cannot grow through your own “efforts 
because 52 cents goes to Uncle Sam and you don’t have much left. 
Is that right or w rong? 

Mr. Dawes. That is absolutely right. It is most difficult, regard- 
less of the energy or ingenuity or ability or character to pull yourself 
up by the bootstraps i in this industr y today. 

Yet, by the same token, you just said you didn’t want or didn’t 
think or ‘didn’t favor any special tax relief of small business. How 
are you going to get it without some special legislation ? 

Mr. Dawes. No; I said—my point was that it may be that some 
relief, not avoidance of taxes, but some special treatment might be 
given. 

My point was that we don’t need any special bank or special trust, 
or special giveaway, or special rate of interest. 

We might be given some special consideration on amortization on 
reinvestment. 

Mr. Sueenan. In other words, if the taxes weren’t so onerous 
you wouldn’t have to worry about where to get the money ? 


Mr. Dawes. That is right. 
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Mr. Brown. Let me interrupt to point out, Mr. Dawes, when I 
refer to a special source that I did not imply any handouts or any 
interest or advantages or anything else. 

I was referring to the fact, which I think you would agree, that 
it is much easier for Standard Oil to go to Wall Street and float 
a stock issue than it is for the Clark Oil Co. to float a stock issue. 

Mr. Dawes. You are right. 

Mr. Brown. Would you subscribe to that ? 

Mr. Dawes. I would, certainly. 

Mr. Surenan. Mr. Dawes, as I understand your operation, you buy 
the crude and refine it so you come out with a finished gasoline which 
is gasoline and byproducts ¢ 

Mr. Dawes. Yes. 

Mr. Surenan. To whom do you sell your gasoline ? 

Mr. Dawes. To our filling stations. 

Mr. Surenan. Do you sell it to anybody on the outside? 

Mr. Dawes. Some at wholesale, a limited amount, though most 
of our gasoline travels through our own controlled outlets. 

Mr. Surenan. Would you say—what would be your estimated fu- 
ture of your own type of operation in the oil business today ? 

Mr. Dawes. Well, since the inception of this company we have op- 
erated basically—our stations on a company-operated basis. 

We feel there is much to be said and we have small-dealer opera- 
tions—we do prefer and we think we do a better job on a company- 
operated basis. 

It is very difficult to understand—the gentleman who preceded me 
pointed out that it varies in the markets, varies in areas, but on the 
whole, we have been successful in our operation, and we have built 
our whole organization and our personnel, our supervisory staff, 
and we have trained our people and we have a hard core of long-term 
employees that have been with us. We have special incentives. We 
have a pension plan. 

Mr. Sueewan. You don’t expect to go out of business in the near 
future ? 

Mr. Dawes. We do not; no, sir. 

Mr. Surenan. Referring to H. R. 425, the divorcement bill, would 
that not affect your company because you are an integrated com- 
pany insofar as you get crude refined and you retail it? 

Mr. Dawess. It would affect us most adversely, 1 would assure you. 

Mr. SueenHan. You would not be in favor of the bill ? 

Mr. Dawes. We certainly would not be. 

Mr. Surenan. Do you think there is any measure of relief of ex- 
empting refiners of a certain size from the provisions of the bill? 

Mr. Dawes. We wouldn’t want to be placed in any special cate- 
gory for relief. We don’t believe it is sound. 

Mr. SueeHan. You don’t believe—— 

Mr. Dawes. No. 

Mr. Surenan. In other words, then, the so-called divorcement bill 
would hurt the small fellows as well as the major companies? 

Mr, Dawes. Yes. 
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Mr. Saeenan. What is your situation with TBA? 

Mr. Dawes. We do not handle TBA items. 

Mr. Sueenan. None of your stations handle TBA items? 

Mr. Dawss. No. 

Mr. Roosevett. That interests me because we have the same testi- 
mony from a number of other independent refiners who operate retail 
outlets. In each instance I have asked them this same question: Why 
do you not have TBA items? Do you not think it is necessary in 
order to sell the gasoline you want to sell ? ; 

Mr. Dawes. Well, we feel that the competition in TBA items is 
very keen. It comes from many sources. It requires special attention 
a special treatment. 

As I pointed out before, we have developed over the years certain 
theories of merchandising, concentrating on service, te ee and 
quality of our products. We feel that there is a certain destruction 
with reference to service on the driver as relates to TBA sales. 

We feel that we approach our customers with oil and gas. We do 
not approach them for tires and batteries, and many other accessories 
in competition with other specialized merchandisers. 

We have, generally, been successful in the operation that we con- 
duct, and as long as it is successful, we will be satisfied with it. 

Now, there were times especially during the war, and after the war, 
during rationing, when we were restricted in the number of gallons 
that we could sell, and it was most strenuous to operate a filling station 
without the TBA items, and we seriously considered it at that time, 
supplementing our income, but we went through that period without 
doing it. We feel that we have specialized in a certain way, and we 
hope ° we have with reference to service and attention to our customers 
on a specialized basis and we will probably continue on that basis. 

Mr. SHeenan. What would you say is the average monthly gal- 
lonage of your stations? 

Mr. Dawes. W ell, it varies considerably as you can appreciate. We 
are in small and large communities. Obviously, our gallonage must 
be larger than the normal major oil company station. How much 
that would be, perhaps if a major oil company station is 20,000 gal- 
lons, we perhaps have to have 30 in a particular market. 

Mr. Sueenan. Do you know or are you just guessing ? 

Mr. Dawes. It is such a variable thing. I don’t know exactly. If 
it is a 20,000-gallon market, and a major oil company could operate 
in a market of 20,000, we would have to do 30,000 to supplement our 
income for the lack of TBA and other services. 

Mr. Sueenan. If you didn’t have your own stations in which to dis- 
pose of your gasoline, do you think you could dispose of your refined 
products independently of your own stations? 

Mr. Dawes. I doubt very much whether, standing all alone, an in- 
dependent refiner today would be able to survive on the wholesale 
market. I doubt that he would. 

Mr. Sueenan. That is all. 

Mr. Datmas. No questions. 

Mr. Roosevett. Thank you, Mr. Dawes, it has been interesting and 
very valuable to the committee. 
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The committee tomorrow morning will hear from Mr. Moir in re- 
sponse to the question that we want to put to him, and then from the 
automotive wholesalers. 

They will be followed by a group of retailers brought by Mr. Postil- 
lion of the Illinois Petroleum Retailers Association, and Mr. Hanson. 

They will be followed by a group of Standard Oil Co. retailers 
brought by the company. Following that, a group of jobbers, then 
Mr. Bernard Majewski, of the National Oil Jobbers Council, and the 
fuel oil group. 

In order to try to finish at a reasonable hour, we are going to ad- 
vance the opening hour to 9:30 tomorrow morning. 

The committee will stand in recess until 9:30 tomorrow morning. 

(Whereupon, at 5:40 p. m., Tuesday, April 30, 1957, the subcom- 
mittee recessed to convene at 9:30 a. m., W ednesday, May 1, 1957.) 








DISTRIBUTION PRACTICES IN THE PETROLEUM 
INDUSTRY 


WEDNESDAY, MAY 1, 1957 


Hovse or REPRESENTATIVES, 
SusncommiTree No. 5 on DistrmutTion PROBLEMS, 
oF THE Se_ect Committee To Conpuct a Stupy anp INvEs- 
TIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Chicago, Ill. 

The subcommittee met, pursuant to recess, at 9:40 a. m., in room 
211, Old Post Office Building, Chicago, Ill., Hon. James Roosevelt 
(chairman of the subcommittee) peer 

Present: Representatives Roosevelt, Sheehan and Brown. 

Also present: Joseph L. Nellis, special counsel, Patrick C. Murray, 
assistant counsel, and Victor P. Dalmas, minority counsel. 

Mr. Roosreveir. The committee will be in order, please. 

The committee would first request if Mr. Moir of the Pure Oil Co. 
is present, please come forward. 

Mr. Morr. Yes. Good morning. 

Mr. Rooseveit. Good morning, Mr. Moir. You were sworn as of 
yesterday. 

Mr. Morr. This is Mr. Harper, our counsel. 

Mr. Roosrvet. Is Mr. Harper going to testify ? 

Mr. Morr. He may. 

Mr. RoosevetT. I will swear you in, sir. Please raise your right 
. hand. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Harper. I do. 

Mr. Rooseveir. Would you identify yourself and give your address 
and position for the record ? 

Mr. Harper. My name is Ben A. Harper, 35 East Wacker Drive, 
Chicago 1, Ill. 


TESTIMONY OF H. L. MOIR, ASSISTANT VICE PRESIDENT, THE PURE 
OIL CO., ACCOMPANIED BY BEN A. HARPER, ATTORNEY 


Mr. Roosrvetr. Mr. Moir, the committee asked you to come back 
because during your testimony I believe you were asked a question 
whether the Pure Oil Co. sold to any unbranded or so-called cut-rate 
dealers and I believe your answer was “No.” 

Mr. Morr. In this area. 

Mr. Roosrvett. In this area. Then, in the course of the later testi- 
mony, the name of the Oklahoma Oil Co. came up, and upon the re- 
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quest of the committee, Mr. P. C. Murray, the assistant counsel for 
the committee, telephoned Mr. R. R. McCoy, who was, I believe, presi- 
dent of the Oklahoma Oil Co., and Mr. McCoy advised that the 
Standard Oil Company of New Jersey had purchs ised Oklahoma with 
its 77 service stations on October 1, 1956. 

He stated that Standard brought no gas or products into the area 
but that Oklahoma procures its gas from the Globe Refining Co., of 
Lamont, Ill., and that this refinery was sold to Pure Oil Co. who, 
under contract, sells gasoline to independents at the retail level of 
which Oklahoma is one, 

In view of that, it would seem that Pure Oil perhaps not directly 
but at least through this refinery does sell to the independents. We 
just wanted to get the record straight. 

Mr. Mor. We do not sell any gasoline to the Globe Refining Co, 
The gasoline that is procured by Globe from our refinery is proc cured 
ona processing deal. 

Globe owns their. own crude oil. They transport it into the refinery 
in the pipeline in their own slugs. They own the facilities. We don't 
own title to the crude oil at all. We process it and the gasoline is 
delivered to—I should say Globe picks up their own gasoline and we 
don’t sell because we don’t own it. Thisisa processing deal. 

I might add, when we acquired the refinery at Lamont in 1954— 

Mr. Roosevevt. But you do own Globe. 

Mr. Morr. No, we don’t. 

Mr. RoosEvext. You don’t own it ? 

Mr. Morr. No, sir. 

Mr. Rooseve tT. In other words, that is not a correct statement. 

Mr. Morr. That is not a correct statement. Globe Oil & Refining 
Co. is an independent company. They formerly owned the refinery 
at Lamont, Ill., which we purchased from them. 

At the time we purchased the refinery from them, the entire deal 
was aired before the Federal Trade Commission and this entire Globe 
picture was brought up before the Federal Trade Commission and 
explained to them that in order for us to acquire this refinery it would 
be necessary for us to continue a processing deal with Globe, and 
the Federal Trade Commission gave us their approval. 

Mr. Newuis. Mr. Moir, you don’t own Globe Refining, apparently, 
but you did buy a refinery from them? 

Mr. Mor. That is correct. 

Mr. Nexus. Where do the products made in that refinery go, the 
one that you purchased from Globe ? 

Mr. Morr. W ell, they go to a lot of places. Globe takes a good part 
of them. Mr. Harper might want to bring up some of the ramifica; 
tions of this. 

Mr. Nets. [f you don’t mind, I would like to follow that through. 
In this refinery which you purchased from Globe, the products are 
made, refined products? 

Mr. Moir. That is right. 

Mr. NELLIs. Some of it goes back to Globe ? 

Mr. Morr. That is right. 

Mr, Netuts. And, therefore, to the Oklahoma Gas Co. ? 

Mr. Mom. That is correct. 
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Mr. Nexus. Therefore, Pure Oil—a Pure Oil product, at least, is 
going to Globe and thereby to Oklahoma Co.; is that not correct? 

Mr. Morr. It is not a Pure Oil product, Mr. Nellis. 

Mr. Ne uts. It is made in your refinery ? 

Mr. Morr. A lot of products are made in other people’s refineries 


that are not similar to the products that they sell. This product is 


manufactured to Globe’s specifications. 

Mr. Netuis. Please tell us in what respect Globe’s specifications are 
different from those of Pure Oil? 

Mr. Morr. They differ in a number of specifications. I don’t know 
whether I am at liberty to disclose at this point—I can tell the com- 
mittee privately the difference because I think it is a negotiated con- 
tract, and I think in respect to the Globe contract that it should not 
be aired at this point. 

Mr. Netuis. Let me ask you this, Generally speaking, is there an 
octane difference or something like that ? 

Mr. Morr. There are differences. I can say this to you, that there 
are differences in the final gasolines. 

The gasoline that the Globe Oil Co. sells in their stations is not the 
same as the gasoline that the Pure Oil Co. sells in their stations. 

Mr. Netuis. What about the gasoline that Oklahoma buys from 
Globe? Is that comparable to Pure Oil? 

Mr. Mom. I have no idea what Oklahoma buys from Globe. 

Mr. Netuts. But some of that, you see, is coming through your 
refinery into Globe and through Globe into Oklahoma. 

Mr. Morr. Mr. Nellis, I said the gasoline we sell to Globe is different 
than the gasoline that—pardon me—not the gasoline we sell to Globe— 
the gasoline that Globe obtains from us as part of our processing 
arrangement is different than the gasoline that we sell in our Pure 
Oil stations. 

Mr. Rooseverr. It would be fair to say, Mr. Moir, that gasoline 
which is under the control of Pure Oil does get into the hands of 
independents through this arrangement ? 

Mr. Morr. How you use the words “under control” I—— 

Mr. Roosevetr. At least a subsidiary, or if it isn’t wholly owned, 
certainly you control the refinery, isn’t that correct, that makes this 
gasoline ? 

Mr. Morr. That is correct. 

Mr. Roosevetr. So it isn’t wholly correct to say that the products 
produced under the control of the Pure Oil Co. are not sold to inde- 
pendent or off-brand dealers; isn’t that so? 

I just want to get the record straight. 

Mr. Morr. Yes. 

Mr. Roosrvett. I am not saying there is anything wrong with that. 
I just want to get the record straight. Yesterday it would appear 
that no product of Pure Oil could get into it. 

Mr. Morr. No; you said “sold,” and I do not regard the Globe deal 
as selling. This is a processing deal, just exactly in the same fashion. 

Mr. Roosrvetr. Don’t you get paid for it? 

Mr. Mor. Sure. 

Mr, Roosevetr. Then don’t you sell it? 

Mr. Morr. We don’t own title to the crude oil or title to the gasoline. 

Mr. Roosrvetr. But what you said, what your refinery sends to the 
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Globe Refining Co., which eventually may get to Oklahoma, you cer- 
tainly get p: aid for? 

Mr. Mot. We get paid for a service, not for a product. 

Mr. Nexis. You don’t sell them a product ? 

Mr. Mor. No; we don’t sell them a product. 

Mr. Nexis. Let me ask you one additional question. 

Mr. Mor. Let me say this to you. In this processing arrangement, 

which is common in the industry, you are paid so much per barrel to 
process their crude oil into finished products. Now, that is a-service 
charge. There is no sale of a product involved in that at all. 

Mr. Nexis. It is sale of a service? 

Mr. Morr. Sale of a service; yes. 

Mr. Neus. What percentage of the output of the refinery which 
you bought from Globe goes back to Globe ? 

Mr. Mor. I cannot answer that. I am not in the refining end of it. 

Mr. Nexus. Would you obtain that information for the committee, 
Mr. Moir? I think that would be interesting. 

Mr. Morr. Yes. 

Mr. Netuis. And also what percentage of the refinery’s output you 
bought from Globe goes back into Pure Oil channels? 

Mr. Mor. All right. 

(The matter referred to is as follows:) 

This company was requested to furnish information as to the percentage of 

output from our refinery at Lemont, Ill., moving— 
(1) To Globe Oil & Refining Co. 
(2) “Back into Pure Oil channels.” 

The average daily quantity of gasoline refined at the Lamont refinery is 
approximately 943,000 gallons. The total output moves into the following 
channels : 

Gallons 
(1) Retail accounts of the Pure Oil Co. and its subsidiaries 528, 000 
(2) Pure Oil wholesale accounts (including consumers ) —~~- eninge <a 


(3) Gasoline processed for the Globe Oil & Refining Co. under a written 
processing agreement_ ois Tee 


Rak ete ee haiaca cide hedeimekt. abitchathiie ts bent iene bana cmntid 943, 000 

The principal wholesale consumer customers mentioned under (2) above are: 
(a) Farmers Union Central Exchange, St. Paul, Minn. 

(b) Midland Cooperative, Inc., Minneapolis, Minn. 
(c) Illinois Farm Supply Co., Chicago, M11. 

The cooperative accounts consist of farmer members who have formed buying 
groups to purchase gasoline in quantity for farm consumption. A very small 
percentage of this material might move to reseller accounts. 

Mr. Brown. Mr. Moir, as I interpret what you are saying, it would 
be as if the Globe Refining Co. were the Globe flour mill instead of a 
refinery and that the Globe people had their own wheat? 

Mr. Mor. That is right. 

Mr. Brown. They would make some flour and sell it and then that 
would be Globe flour, but if someone else, an individual, brings some 
wheat into the Globe mill and grinds it in his own bag, ‘all that he is 
buying is the grinding service at the mill; is that what you are trying 
to convey ¢ 

Mr. Morr. Mr. Brown, that is exactly right. That analogy 1s 
perfect. 

Mr. Surenan. Mr. Moir, as I understand this situation, this was 
purchased October 1, 1956? 

Mr. Morr. The refinery ¢ 





ry is 
wing 


allons 
8, 000 
1, 500 


3, 000 


3. 000 


‘are: 


uying 
small 


‘ould 
of a 


that 
some 
he is 


xy 1s 


; was 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 137 


Mr. Sueenan. Yes. 

Mr. Morr. No; the refinery was purchased in 1954. I think what 
you are referring to is the purchase of the Oklahoma stations, aren’t 

ou 
’ Mr. Sueeuan. Yes; that is right. Well, I was just wondering 
whether, when Pure Oil purchased Globe Refining Co. if there was a 
possibility that they had a contract in existence to supply Oklahoma 
and what would be its implications? 

Mr. Morr. You mean Globe Refining had a contract to supply Okla- 
homa? I don’t know. I imagine that they did. I cannot answer 
that. 

Mr. Sueenan. If you came into control of Globe in 1954 as a sepa- 
rate corporation, they already had a contract to supply Oklahoma for 
X number of years. 

Mr. Morr. Now, you say we came into control of Globe. We did 
not. We bought one of their assets. The Globe Oil & Refining Co. 
was a large integrated company, I would judge, with producing fields, 
a refinery, a marketing organization, and a great number of the com- 
ponents that go to make up an integrated company and we bought 
the refinery 

Mr. Surenan. Is it possible the main source of the Oklahoma gas 
was this single refinery ? 

Mr. Morr. I am quite sure, yes. 

Mr. Sueenan. Therefore, any negotiation with your company, if 
you would take them away from refining and distributing, to Okla- 
homa would practically put Oklahoma out of business or force them 
to another supply? 

Mr. Morr. Mr. Harper would like to comment on that because he 
brought the entire purchase before the Federal Trade Commission in 
order to get clearance for that very reason you mention. 

Mr, SuHeenHan. Was there any contract existing at that time guar- 
anteeing a supply to Oklahoma? 

Mr. Harrer. Between Globe Refining and Oklahoma? 

Mr. Surenan. Right. 

Mr. Harper. I cannot answer that question. It is my impression 
that substantially the same people who owned Globe Refining Co. own 
Oklahoma although they were two separate corporations. 

Whether as between themselves they felt the necessity of a contract, 
we have never known. 

If I might explain the situation, I can do it briefly. Prior to 1954, 
when the Pure Oil Co. acquired this refinery, Globe was processing 
12,000 to 15,000 barrels of crude oil per day for the Pure Oil Co. The 
Pure Oil Co. was paying Globe a fee, so many cents per barrel for 
manufacturing that crude oil into gasoline. 

When Globe approached the Pure Oil Co., Mr. Roscoe Shaunnessy, 
the principal owner, talked with our people about selling it. He was 
selling in order to begin a retirement from business, as we under- 
stood it. 

One of his requirements, in the event of an acquisition by Pure was 
that the Pure Oil Co., for an indeterminate period, would process 
crude oil for Globe Oil & Refining Co., 12,000 to 15,000 barrels per 
day. 

In other words, the deal would be reversed if the refinery should 
be acquired by Pure. 
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We assumed that that gasoline would go to Oklahoma, although we 
were not—I do not know that we were told that. 

We submitted the matter to the Federal Trade Commission, the 
processing deal along with it proposing acquisition, and so far as we 
could tell, the only apprehension that the Federal Trade Commission 
felt about giving clearance on this transaction was the apprehension 
that some—that the unbranded dealer, rather the unbranded reseller, 
Oklahoma, or some customer of Globe Oil & Refining might be without 
a source of supply, and that matter was discussed- several times, and 
T.recall quite well the last conference I had with—I believe Mr. Seeley 
who was with the Federal Trade Commission at that time and prob- 
ably still is—said to me, “Mr. Harper, I do not want any of these 
unbranded customers of Globe Oil & Refining Co. in here and com- 
plaining to us within the next year or two that they have been deprived 
of a source of supply without an opportunity to get some other source 
of supply.” 

W rell, there was no apprehension on our part as to that because of 
the processing arrangement we had with Globe Oil & Refining Co. 

So the transaction was approved and the acquisition occurred. For 
a very short time after the acquisition, approximately 1 year, the Pure 
Oil Go. sold unbranded gasoline to Globe Oil & Refining Co. over and 
above and, in addition to the crude oil processing deal. 

Globe, however, found another source of supply and that sale was 
discontinued, and since that time the Pure Oil Co. has sold no gasoline 
to Globe, and, of course, it never did sell directly to Oklahoma. 

As I understand it, the Globe Oil & Refining Co. takes the gasoline 
processed by us, and they sell it either to the cor poration that owns 
Oklahoma or to a corporation called Southside Petroleum which, in 
turn, perhaps sells to Oklahoma. 

We do not know what that situation is. There is one other situation 
that should be called to the attention of the committee. 

Mr. Moir was not aware of it yesterday. As a matter of fact, I 
wasn’t either when he testified, but there is a reseller in Chicago, the 
Great American Oil Co., which is owned or controlled by Mr. Bernard 
Majewski with whom you gentlemen are probably acquainted which 
sells under the Deep Rock Brand, and it also has a few scattered un- 
branded stations in Chicago, or in the Chicago area. 

Mr. Majewski purchases gasoline from the Pure Oil Co. I under- 
stand—this is purely hearsay—that he resells a part of it, perhaps 
under the Deep Rock brand, and that he resells a part of it under a 
private brand. I do not know what his private brand is. 

Those stations, as I understand it, are not in the vicinity or area 
of any Pure Oil stations. Mr. Majewski I understand is going to tes- 
tify to this committee and can give you a better explanation of the 
location of his stations than I can. 

I was not aware of that when Mr. Moir was testifying yesterday, 
and neither was Mr. Moir. 

Back to this other thing. I want it distinctly understood this ar- 
rangement with Globe Oil & Refining does not constitute a sale. It 
has none of the elements or attributes of a sale. It isa pure cents per 
barrel service charge. The cents per barrel service charge is far below 
the value of a barrel of crude. When it gets into the refinery, it does 
not approach the value of a barrel of the refined product as it goes 
out of the refinery. 
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Are there any questions? 

Mr. Brown. Mr. Moir, this is the first instance that the committee 
has seen of a major oil company moving into the nonnational brand 
merchandise with Standard of New Jersey’s purchase of Oklahoma 
stations, and the continuation of that operation. 

Has Pure Oil Co. discussed seriously the possibilities of moving 
into that field now that it is expanding in volume. 

Mr. Morr. Doing a similar a that Standard of New Jersey did? 
Oh, we have considered it, certainly; but there are limitations that 
we felt we could not get into that type of operation. 

We have had a rule of thumb. In our experience if we buy an 
unbranded station, selling at a cut-rate price, and we fly our flag in, 
that we can expect an immediate drop in the volume, some 50 percent. 
I am giving you that as an average. It is difficult to come together, 
on a matter of economics, on the vs alue of a service station on 4 gallon- 
age throughput selling a private brand at X gallons, and the value 
of a service station selling a major brand at one-half X gallons. 

We have been in that position from time to time. 

Mr. Brown. In other words, just as a flat statement as of the 
moment, the Pure Oil Co. has no plans to work both sides of the street ? 

Mr. Mor. No; absolutely not. 

Mr. Brown. Thank you. 

Mr. Roosrvetr. Mr. Moir, one last question. Do you know whether 
any of your Pure Oil stations are in a competitive area with Mr, 
Majewski’s stations ? 

Mr. Morr. Mr. Harper testified that it was his understanding they 
were not. Idonotknow. Iam relying on that. 

Mr. Roosrve.r. Would it be possible for you to find out ? 


Mr. Morr. Yes; we can find it out for you. I will be glad to do 
that. 
Mr. Roosrvetr. We appreciate having the record filled out; and I 
think that is all. 
Mr. Morr. Thank you. 


(The matter referred to is as follows :) 


This company was asked to supply information as to whether retail stations 
owned and/or supplied by Great American Oil Co. (Mr. Bernard Majewski) are 
in competition with service stations selling under the Pure brand name. Great 
American Oil Co. operates and/or supplies only 11 service stations in the metro- 
politan Chicago area. In our opinion, none of the Great American Oil Co. service 
stations are in substantial competition with stations selling gasoline under the 
Pure brand name, 

It has come to my attention that in 1954 the Pure Oil Co. acquired the capital 
stock of W. H. Barber Co., an oil jobber marketing gasoline in a few Midwestern 
States. W.H. Barber Co. has continued to market gasoline and other petroleum 
products as a separate corporate entity, with its own officers selected by its own 
board of directors. The Pure Oil Co. exercises little or no control over the 
marketing policies of this corporate subsidiary. 

In this connection, it has been brought to my attention that some of the gaso- 
line sold by Pure to W. H. Barber Co. finds it way eventually into unbranded or 
private brand channels. We do not, however, supply all of the gasoline require- 
ments of this subsidiary; therefore, it is difficult, if not impossible, for us to 
trace the ultimate destination of products supplied to Barber so as to determine 
accurately the amount thereof which comes to rest in the tanks of unbranded 
and private brand suppliers. 

I am informed that when the Pure Oil Co. acquired the capital stock of W. H. 
Barber Co. in 1954, Pure immediately requested Barber to convert service station 
outlets owned and/or supplied by W. H. Barber Co. from private brand outlets 
to outlets selling under Pure brand name. We have enjoyed some success in this 
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endeavor, but because of the short period of time involved, it has been impossible 
to complete this conversion. We could have strengthened our efforts in this 
direction by taking the brutal approach of simply cutting off all private brand 
or unbranded purchasers from their sources of supply ; however, we did not think 
that such an approach would be feasible or in the public interest. 

Yours very truly, 


Tue Pure Or Co., 
By Harry L. Morr, 
Assistant Vice President. 

Mr. Roosrvert. The committee will now hear from Mr. Henr 
Trauscht and Mr. Victor Toft, accompanied by Mr. Harold Half- 
penny, if they will come forward. 

Would you identify yourselves for the record ¢ 

Mr. Hatrrenny. Harold T. Halfpenny, general counsel for Na- 
tional Standard Parts Association. 

Mr. Torr. My name is Victor L. Toft of the Sidles Co., Omaha, 
Nebr. 

Mr. Roosevetr. Will you please raise your right hands ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Torr. I do. 

Mr. Hatrrenny. I do. 

I have a statement to submit on behalf of Mr. Trauscht because 
he could not return today. 

Mr. Roosrvetr. Proceed, Mr. Toft. 


TESTIMONY OF BEHALF OF VICTOR L. TOFT, EXECUTIVE VICE 
PRESIDENT, GENERAL MANAGER, SECRETARY, AND TREASURER 
OF SIDLES CO., OMAHA, NEBR.; ACCOMPANIED BY HAROLD T. 
HALFPENNY 


Mr. Torr. I, Victor L. Toft, being first duly sworn, depose and 
state as follows: 

I live at 410 South 93d Street, Omaha, Nebr., and am presently 
executive vice president, general manager, secretary, and treasurer of 
Sidles Co. with home offices located at 73d and Pacific Streets, Omaha, 
Nebr. 

My first association with the Sidles Co. occurred in 1934 when I 
became a director of the company because I was acting as executor 
at that time for the estate of H. E. Sidles, which estate held control- 
ling interest in the Sidles Co. I have been a director ever since. I 
became active in the management of the company in 1939 in the 

capacity of sales manager, and served in that capacity until I was 
appointed to my present position in 1941. 

The Sidles Co. is engaged in the business of acting as a warehouse 
distributor and wholesaler in all kinds of automotive, bus, tractor, 
and truck parts, supplies and equipment, as well as household appli- 
ances and heating and air conditioning. We have, therefore, three 
separate divisions within the framework of the company as follows: 

The automotive division with sales of $8,435,119 in 1956. This 
business was done out of Omaha and 27 branch points in Nebraska 
and Iowa as per exhibit No. 1 

(The matter referred to is as follows :) 
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Exnutisit No. 1 


Stores OWNED OR CONTROLLED BY SIDLES Co. 
(Headquarters, 7302 Pacific Street Omaha, Nebr.) 
(Mailing address, Box 1267) 


Sidles Co., 1621 M Street, Lincoln, Nebr. 

Sidles Co., 219 Grant Street, Holdrege, Nebr. 

Sidles Co., 403 Elm Street, Atlantic, lowa 

Sidles Co., 141 West Broadway, Council Bluffs, Iowa 
Sidles Co., 307 Erie Street, Missouri Valley, lowa 
Sidles Co., 218 North Lexington Street, Hastings, Nebr. 
Sidles Co., 112 East Second Street, Grand Island, Nebr. 
Sidles Co., 26th & Central Avenue, Kearney, Nebr. 
Sidles Co., 518 Chestnut Street, North Platte, Nebr. 
Sidles Co., 702 Norfolk Avenue, Norfolk, Nebr. 

Sidles Co., 828 West Thomas Street, Shenandoah, Iowa 
Sidles Co., 233 E. 5th Street, Fremont, Nebr. 

Sidles Co.., 1426 Stone Street, Falls City, Nebr. 

Sidles Co., 116 North 7th Street, Beatrice, Nebr. 

Sidles Co., 726 Lincoln Avenue, York, Nebr. 

Sidles Co., 411 West B Street, McCook, Nebr. 

Sidles Co., 5037 South 26th Street, South Omaha, Nebr. 
Sidles Co., 460 State Street, Phillipsburg, Kans. 

Sidles Co., 508 South 19th Street, Omaha, Nebr. 

Sidles Co., 101—12th Street, Des Moines, Iowa 

Sidles Co., 825 Grand Street, West Des Moines, Iowa 
Sidles Co., 1240 E. Euclid, Des Moines, Iowa 

Sidles Co., 708 Arden Street, Boone, Iowa 

Sidles Co., 220 E. State Street, Centerville, lowa 

Sidles Co., 25 8. W. First Street, Mason City, lowa 
Sidles Co., 218 First Avenue W., Newton, lowa 

Sidles Co., 1012 Second Street, Perry, lowa 

Mr. Torr. 2. The household appliance division with sales of 
$9,286,823.00 in 1956 and with warehouse stocks at Omaha and Des 
Moines. 

3. The conditioned air division with sales of $1,745,172 and with 
warehouse stocks at Omaha and Des Moines. 

It will be noted from the above that sales for the company for 
1956 totaled $19,595,803. 

On December 21, 1956 I was personally subpenaed, as were some 
of our salesmen, by the Federal Trade Commission, requiring our 
appearance as witnesses before Earl J. Kolb, hearing examiner, for 
the Commission on January 17 at the Post Office in Omaha, Nebr. 
We did appear at various times during the 3-day hearing which 
began on January 17 and which hearing reviewed complaints as to 
the coercive practices of Texaco, Conoco, | B. F. Goodrich, et al, docket 
6485, in their dealings with lessees. 

The information, therefore, contained in this statement will be con- 
cerned with much of the evidence and information that our com- 
pany gathered at the request of the Federal Trade Commission that 
would be pertinent to their case. 

Exhibit No. 2: This exhibit consists of a record of purchases from 
five typical Conoco stations located at various points in the State of 


Nebraska and Iowa. Information concerning their purchases was 
gotten in detail from our records. 
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(The matter referred to is as follows :) 


EPxuHrBit No. 2 


Purchases of Fays Conoco Service, Purchases of Millards 
17th and Van Dorn, Lincoln, Conoco, 17th and 
Nebr. Van Dorn, Lincoln, 

Nebr. 





1955 





January - _-_-- i $8. 2% 7.67 | 

February---- bist | 27. 74 2. 52 

March ee 3.95 . 91 | 

Bae tc 5 sck bbe : 28. 52 26. 00 

May-._-_- a os 21. 02 | 0. 46 | . en 

June. _- 3 65. 50 | 29 | 98. 08 | 

July___. Bg ar es 11. 55 42 | | 

August ie 26. 49 . 00 aL | 
September * ; | 99. 64 OD Beticaste | 18. 72 | 
October. . 7 ; 74. 68 339. 05 = 45. 64 
November... peegaln 35. 51 108. 21 84, 24 | 
|S 165. 55 58. 47 |_. | 10. 08 | | 


i a 608. 38 1, 058. 47 1 $74, 82 | 2 208. 68 | 372. 84 


18 months. 
24 months, 


Comparison of January—August 1955 of Fays Conoco to January-August 1956 
for his replacement Millards Conoco 


Of this total, § 47 28) was ant shane ; $280. 28 y was oil-filter elements. 
Millards Conoco, ocak total gurenenes.._—_ + 2. 
Of this total, none was antifreeze; none was oil- filter elements. 


AFFIDAVIT 
STATE OF NEBRASKA, 
Lancaster County, ss: 


I, Fay Rumbaugh, being first duly sworn, depose and state as follows: 

I live at 1212 Rose Street, Lincoln, Nebr., and am presently the proprietor of 
Fay’s Specialized Brake Service, 115 South 16th Street, Linco'n, Nebra. From 
approximately November 1952, through .September 1955, I leased a Conoco gas 
station located at the corner of 17th and Van Dorn Streets, Lincoln, Nebr., from 
the Continental Oil Co. I leased the station for periods of 1 year at a time and in 
the written lease agreed to deal only in Conoco gasoline. When I signed the 
original lease I was told that it was expected that I would deal only in Conoco 
products and not in any other competing brands, and that, as to products which 
Conoco did not produce, I was expected to purchase B. F. Goodrich products and 
to purchase them from Chris Beck, the B. F. Goodrich distributor for Lincoln, 
Nebr. 

I was constantly reminded of this by Floyd Severs, who was in charge of the 
Conoco stations in Lincoln, Dwain Nantkes, city salesman for Conoco, Harold 
Hays, assistant division manager, and Mr. Fitzpatrick, former division manager 
who is now retired, all of whom were employed by the Continental Oil Co. 

During the early autumn of 1953 and just prior to the expiration of my 
lease, I had a sign advertising Royal Triton oil and the back of a jeep used by 
the service station. I felt that Royal Triton had more detergent in it than 
any other oil and seemed to correct valve trouble better than any other oil, and 
many of my customers desired it. Mr. Severs or Mr. Nantkes came out to the 
station and said that the sign would have to be remove ed. I told them I would 
not do it. Then Harold Hays, the assistant division manager, told me the sign 
would have to be removed because I could not advertise any brand of oil 
except Conoco. I still did not remove the sign. One day soon thereafter I 
ealled for gasoline from the Conoco bulk plant. I was aceustomed to getting 
gasoline by the transport load on credit. However, I was told that there were 
orders from the office that they could only sell gas to me on a Cash basis and 
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only through the small city delivery tank truck: Under those circumstances 
I would have gone broke as I had many charge accounts and not a lot of cash 
on hand. I called Mr. Fitzpatrick, the division manager, and he told me that 
things would remain that way until I got the sign off the back of the jeep. 
For about a week I tried to get along on a-cash,basis but just went deeper into 
debt. The city delivery tank truck also would not deliver gas at night or on 
Saturdays or Sundays as would the transport, so I would run out of gas, as I 
needed a larger supply on hand. Finally, one night I could not sleep, so I got 
up at about 11 p. m. and went down and painted over the Royal Triton sign. 
I did not notify the Continental Oil Co. of this, but the next morning Mr. Hays 
and Mr. Severs came out and congratulated mé for getting rid of the sign and said 
they would now deliver gas to me again on credit and with the transport as 
before. 

Floyd Severs also told me I was not supposed to handle any other brands of 
oil other than Conoco, and any other brands of oil kept in my back room had 
to be kept in Conoco boxes. I wanted to carry other brands of oil, as I felt 
some were cheaper and of better grade and the customers expected us to, but 
representatives of the company would not allow it. Mr. Severs or Mr. Nantkes 
told me if I could not get people to use Conoco oil, to get rid-of them and find 
new customers. 

Whenever my lease came up for renewal I was reminded by Mr. Severs or 
other representatives of the company that I had better straighten out and go 
along or the lease would not be renewed. One time they waited 6 months before 
renewing it, and all during that time my position was very uncertain: When 
I started into business at the station I borrowed $1,500 from the company, and 
while that amount was still owing, agents of the company would remind me that 
if I did not cooperate, they would have to do something... This extended to the 
purchase of B. F. Goodrich products, such as tires, batteries, etc., from Chris 
Beck, too. This was very inconvenient as often we were unable to obtain things 
from Beck, as he might not have specific items on hand, or we could obtain the 
same or better products cheaper elsewhere. I was told by representatives of 
the company not to buy from other wholesalers in Lincoln and was told that I 
didn’t owe Sidles Co. or Messer Co. anything, but I did owe something to 
Continental Oil Co., seeing as I was leasing their station so I could deal strictly 
with whomever Conoco wanted me to deal with. 

I also sold Prestone, Zerex, and Conoco antifreeze and was warned by the 
company to stop selling Prestone and Zerex. I] was told to get the Prestone and 
Zerex out of the windows and display only the Conoco antifreeze. I was also 
selling Winslow oil filters, and the company was always trying to persuade me to 
see Fram oil filters, purchasing them from Chris Beck, and finally I was forced 
to do so. PD. Lipscombe, of Lincoln, distributed the Winslow filter,-and quite 
a few Conoco stations used to handle them until forced to change over to Fram 
filters by Conoco. 

In most of these instances when I was not dealing in products specifically 
allowed by Conoco, the first complaint would come from the city salesman, 
Dwain Nantkes; then, if I did not comply, the overseer of the Lincoln stations 
would come out to see me; then the assistant division manager, Harold Hays, 
and finally, if I continued in my persistence, Mr. Fitzpatrick. 

Mr. Fitzpatrick used to trade at my station, but he stopped doing this. I 
asked Mr. Severs why and was told that Mr. Fitzpatrick would deal only with 
someone who handled only Conoco products. I also received a letter from Mr. 
Fitzpatrick to that. same effect. 

When community savings stamps came out, Mr. Severs and Mr. Hays came 
to the station and told me that I had better take them. They did not say what 
would happen if I didn’t. Some time later I suggested stopping community 
savings stamps, but they told me I could not. 

I was constantly harassed by people from the Continental Oil Co. They 
were always “calling me on the carpet” and complaining if I did not deal in the 
specific products which they wanted me to deal in. Mr. Severs would get very 
angry about my selling “offbreed stuff.’ My brother, Marion Rumbaugh, 
residing at 3344 T Street, Lincoln, Nebr., Was employed by me from approxi- 
mately March 1953, until July 1955, and he is aware of many of these dealings. 
He finally had to quit because his ulcers and the constant worry about the 
situation got to be too much for him, and as a result he required medical 
treatment. 
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Finally, in September 1955, I terminated by lease, the reasons given being in 
part personal and in part because of the coercion of the Continental Oil Co. 


Dated this 15th day of January 1957. 
Fay E. RUMBAUGH. 


Subscribed in my presence and sworn to before me this 15th day of January 


1957. 
YLEANOR ANDERSON, Notary Public. 


on “ — —— ~mentp 


Edeal’s Conoco Service, 1201 Market St., Schultz 
Beatrice, Nebr. Conoco, 1201 
Market 8t., 
Beatrice, 
1953 1954 ! Nebr., 1955 


$139. 83 $124. 
174. 95 8] 
107. 67 42. 
232. 25 5. 
222. 70 34. 
98. 87 2.3 
203. 86 
143, 26 17. 23 | 
287. 62 41.03 
164. 06 129. 07 | 
207. 57 31. 93 
50. 09 28. 78 














Last 4 months only of 1952. compared to 12 months of 1955 (9 months with 
Edeal’s; 3 months with Schultz) 


1952 1955 


.54| Full year’s purchases______ $429. 32 
4 months’ oil filters__.._____ .15| Full year’s oil filters__..___ 22. 79 
4 months’ antifreeze_______~_ .64| Full year’s antifreeze None 
4 months’ Gates products___ . 92 | Full year’s Gates products__ 24. 08 


Purchases of Frank Johnson Conoco Service, Columbus, Nebr. 
’ 


1952 | 1953 | 1954 | 1955 


January gh Sa $254.77 | $63.38 | $4.47 
a a ; : 11. 99 22. 95 $38. 64 23. 66 
oa as eneewices 4 eo ‘ 277.47 | 107.34) 39.96 | : 
EE ee ee be oe ase 16. 65 | 8.19 19.55 | 21.20 
ee ES a hia - . 122. 8: 44.40] 61.50 41. 89 

29. 86 17.86} 36.68| 59.55 

130. 12. 39 44.03 | 26. 69 

eee ede eee tt ak eel, rk | 470.48) 28.40) 11.00 100. 87 
September-_______-- wb eabaeaeay 7 125. 36.98 | 7.74 | 9. 60 | 
RE re 3 123.63 | 39.62 14.40} 25.82 
oe lee ces nee de 56. 06 | 25. 78 | 65. 05 | 54. 
December acme ek 7. 38 11.09 28. 


RI oc caeenniicns Fe edriadecmine tac bere 1,620.39 | 414.67 | 349.64 397. 











ry 


. 82 
. 79 
one 
. 08 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 145 


Comparison of 1952 purchases to 1956 purchases 





1952 
BITE ois inincscipncash Cperp nen tnigge sirngsagibieerea pe Gaaaea Wad em meee menmentip aaa $1, 620. 39 
I as cdncin teonmat Gua d Gaiaiawavanedyipeiasadanecne ee 374.76 
MEMES <dcan thonckun wabnsds soinee deb dendsebsdecdadubieabindaead 294. 21 
RE DROID. <6 ap mca chine padding benineeaandl 271. 62 





1956 


$243. 80 


39: 06 
None 
None 


Note.—The 1952 purchases on any 1 of the above 3 TBA items is greater than the total 1956 purchases. 












































] l 
Sparks Con- | Gibson Con- Sparks Con- | Gibson Con- 
oco Service, oco, 203 | oco Service, oco, 203 
Benton and | East Broad- || Benton and | East Broad- 
Broadway, | way, Coun- Broadway, | way, Coun- 
Council cil Bluffs, || Council cil Bluffs, 
Bluffs, Iowa—1956 |} Bluffs, Towa—1956 
Iowa—1952 Towa— 1952 
Jenuery..-.-- oe aa den ith 5c. ssdsceess August__........-.--- $424. 67 $319. 50 
| ey DEE eww enti adi ---|}| September. -.-- il 177. 74 7. 69 
SE has conden Qadl SVEIED Masciicwcddenis | DONG. oo csucdcsonu SP feedek ed aes 
ih ass ing deal Re BS 4450s November.-.......--..- cette nitidcnaie 
pi EMTS GEE Loewe na. ~oonstl Sted saces relate ciekcoinin 
ee ares ee 2 Oe eka 4 — 
nse cakstnicen pial 210. 44 $1. 69 || OE cw gacectn 3, 267. 21 328. 88 
Comparison of purchases 
SPARKS CONOCO GIBSON CONOCO 
Total purchases for year____ $3, 267. 21 | Total purchases for year_____~_ $328. 88 
TBA item: TBA item: 
Tires and tubes____--_-- 1, 164. 29 Rubber goods_____-_-_--- 1. 69 
Oe IE i rneh histieecientons 442. 68 Other purchases : 
OO so cseteiecnie 371. 70 Car air conditioners._._. 319.50 
I cictticgakocieninentscl 240. 62 Brake hone______.__ 7.69 
Rubber products___---~ 82. 05 ee GE kcbaticnnmann None 
Volume of Independent Conoco stations remains stable 
{Example: Fleetwing Serviee, 5745 O St., Lincoln, Nebr.] 
1952 1953 1954 1955 1956 
" 
nl I ia sg eerie 95-05 196. 48 147,09} 431.07 92 
fod cot tres tne 9 eae od 107. 45 153. 46 129. 60 297. 60 187. 71 
RR os ee” le ae Lh ae | 176.03 364. 96 242. 27 128. 07 437. 63 
DED. 6oncccsces~ Saduhs Pie dled. bd eee 7 276. 31 110. 77 124. 25 445. 88 264. 80 
May... shat ht deienbaisn «mall d wene-n-neeee--| 290.88 227.70 380. 25 163. 21 216. 00 
June.._._. Pee oe eth aiesns sdeniinser deme | 229.09 396. 90 282. 14 121. 01 211.02 
ERR Pp ST ee a oe ee ae a .---| 330.21 228. 41 261. 04 183. 03 122. 66 
August BN NS a a ed oe SR 91. 88 367. 80 357. 23 190. 75 309. 54 
September.__.____- a Pee eto ibbe«bably 355. 46 296. 09 650. 12 100. 22 265. 63 
IE cis ont 8 ct arn dns Geta hg temeceeaiieheds ten 258. 98 404. 35 376. 34 513.73 418. 16 
A= 55..°40h Cortona anatwacedscacaeaar ; 212. 05 383. 19 231. 70 309. 52 381.11 
I ck cncucanmidagsdeadbese didaksieubedudaedie 77. 65 158. 24 274. 87 191. 73 260. 11 
Total. __._. TS) Sok ea ahecabacteeneseee | 2, 501.04 | 3,288.35 | 3,456.90 | 3,075.82 | 3,368.35 
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Mr. Torr. In the case of the Frank Johnson Conoco Service, at 
Columbus, Nebr., this station was operated in 1956 by the same lessee 
as operated the station in 1952. Conoco began coercing their dealers 
in this territory in late 1952 and early 1953. 

This-is reflected not only in the volume of business received from 
this account but in the type of merchandise he was buying. You 
will note that purchases dropped from $1,620.39 in 1952 to $243.80 in 
1956. It was typically TBA items that disappeared, antifreeze drop- 
ping from $374.76 to $39.06 and filters and storage batteries, which 
had accounted for $565 in 1952 dropped to zero. 

In the case of Fay’s Conoco Service, at Lincoln, Nebr., this operator 
resisted coercive efforts with the result that his lease was ¢ anceled 
and he was replaced by Millard’s Conoco who has been following the 
requirements of Continental Oil Co. and, you will note, likewise pur- 
chased no antifreeze or oil filter elements after he took over. An 
affidavit from Mr. Fay Rumbaugh hereto attached recites the difieuk 
ties that he operated under and ‘why his lease was finally terminated, 

In the case of Edeal’s Conoco Service, at Beatrice, Nebr., who begah 
business in 1952, his purchases for the last 4 months of 1952 were 
$1,407.54. He continued to resist coercive efforts and his lease was 
accordingly canceled. 

He was replaced by Schultz Conoco whose purchases indicate that 
he is living up to Continental oa Co. requirements by buying very 
little if any TBA items. Mr. Edeal offered to testify at the Federal 
Trade Commission hearing in Omaha, stating that he was glad to do 
so because he felt that his lease was canceled because of his refusal 
to bow to the coercive practices of Continental Oil Co. A letter from 
the salesman, attached to the exhibit, will verify this fact. 

In the case of Sparks’ Conoco Service, 1952 purchases were in the 
amount of $3,267.21. Because he likewise refused to be coerced his 
lease was ultimately canceled. He was replaced by Gibson Conoco 
and a record of their 1956 purchases on the same sheet indicates the 
fact that they are following the Continental Oil Co. stipulations to 
the letter, having purchased no TBA items of any kind or character, 
whereas their predecessor ran some $2,300 in these items in 1952. 

In the case of Fleetwing Service which handles Conoco gasoline, 
this account is illustrative of an independent merchant who owns his 
own place of business, as opposed to the four previously mentioned 
‘who were lessees, and who as a consequence operates his business as 
he pleases regardless of whose gasoline he buys. Typically, an inde: 
pendent station’s business has tended to increase rather than to 
decrease. In the case of Fleetwing, their business increased from 
$2,500 in 1952 to $3,368 in 1956 and he continued to purchase those 
TBA items which pleased him that our company handled. 

Exhibit No. 3 is a report of our salesmen’s replies to questionnaires 
concerning the conditions in their area. The branch location from 
which these salesmen work is indicated in each case. 

Significant in all of these reports is the frequent reference to the 
fact that sales to major oil company leased stations is below normal, 
that it has reached the point where our salemen no longer call on 
many of the major oil stations located in their area because they have 
been told that it would be useless inasmuch as they are required to 
make their purchases from B. F. Goodrich distributors stipulated or 
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from any other distributor that has been set up in the area by the 
major oil company involved. 
(The matter referred to is as follows: ) 


ExuHrsir No. 3 
SIDLEs Co., 
Newton, January 5, 1957. 


Mr. Torr: Attached are the Conoco information. As you can see that we 
have all leasee stations in this territory and our business is small, all due to the 
pressure put on by oil companies and the TBA line. 

The only good station that we have is here, the Staley’s Conoco at Newton. 
He won’t give us anything that their TBA can furnish. This is a rather new 
company station opened in 1955. 

Sincerely, 
GENE MUSGROVE. 
Newton, IowA, BrancH 


1, Name of saleman. Leslie L. Yancey. 

2. Number of Conoco stations in sales area. Two. 

3. (a) Number regularly solicited. 

(b) Number regularly sold. 
(c) Are they independent or lease stations? 
(d@) How often solicited. 
4. (a) Current monthly or annual volume to Conoco outlets. 
(b) Is that above or below normal? Why? 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, etc.) 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in’’ basis? 

&. (a) Do those stations stock the products openly? 

(b) Do they advertise those products in the station? 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 

son for loss. (If necessary use separate sheet for replies.) 


Answers 

1. Leslie L. Yancey. 

2. Two. 

3. (a) I called on both but was later asked by one not to stop in any more. 

(b) One, partially. 
(c) Leased station. 
(d) Weekly. 

4. (a) Average $50. 

(b) Below, due to Conoco policy. 

5. The one station I call on has just started to purchase items which Conoco 
don’t handle. 

6. None. 

7. Monroematic shocks, Harrison stats from Sidles. Walker mufflers from Sieg 
Metz on stocking basis. All Fram filters, Macs, its products, Stant caps, Warner 
liquid solder and almost all other chemical lines from Conoco or B. F. Goodrich. 

8. (a) All items are displayed openly. 

(0) Yes. 

9. I have no records available of specific losses but have been told that the 

company frowns on purchase outside of Conoco TBA lines. 


1. Name of salesman. H. E. Willet. 
2. Number of Conoco stations in sales area. Three. 
3. (a@) Number regularly solicited. Two. 
(bo) Number regularly sold. One. 
(c) Are they independent or lease stations? Lease. 
(ad) How often solicited? Every week. 
4. (a) current monthly or annual volume to Conoco outlets. $35. 
(0) Is that above or below normal? Why? No. They have order to buy 
from Conoco supply. 
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5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 1952 was the peak year, just before their TBA pro- 
gram. 

6. What evidence of decline (books, records, etc.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? They will buy anything but TBA. 

8. (@) Do those stations stock the products openly? Some. 

(b) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary, use separate sheet for replies.) In 10 years that I 
have called on Conoco, they were a very good service station account. I would 
say their business has fallen off 80 percent. 


1. Name of salesman. Darrell Howard. 
2. Number of Conoco stations in sales area. Three. 
3. (@) Number regularly solicited. One. 

(6) Number regularly sold. One. 

(c) Are they independent or lease stations? Lease. 

(d@) How often solicited? Weekly. 

(a) Current monly or annual volume to Conoco outlets. $20. 

(b) Is that above or below normal? Why? Below normal—unable to 

sell any TBA. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 1952. 

6. What evidence of decline (books, records, etc.). 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Miscellaneous. No TBA. 

8. (@) Do those stations stock the products openly? No. 

(b) Do they advertise those products in the station? 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary, use separate sheet for replies.) Have only been 
with Sidle for 6 months. Have found Conoco has been the hardest oil company 
to call on and get any business. . 


NORTH PLATTE, NEBR., BRANCH 
(All answers pertain to both Conoco and Texaco) 


Name of salesman. Jack McGin. 
. Number of Conoco stations in sales area. Five Conoco; 4 Texaco. 
(a) Number regularly solicited. All. 
(6b) Number regularly sold. All. 
(c) Are they independent or lease stations? Four Texaco all leased; two 
Conoco leased. 
(d) How often solicited. Once a week. 
4. (a) Current monthly or annual volume to Conoco outlets. $50 to $100. 
(6) Is that above or below normal’ Why? About normal. 
5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Last 5 years. 1956 was best. Explanation below. 

6. What evidence of decline (books, records, etc.)? None. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Mostly on a stock basis. Antifreeze, cartridges, some oil, nearly 
all accessory lines. 

8. (a) Do those stations stock the products openly? All but antifreeze and oil. 

(b) Do they advertise those products in the station? Same as above. 

9. All instances of specific loss, complete or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) The situation 
here in North Platte is much better than it was, both the bulk agents who han- 
dled the TBA lines for Texaco and Conoco gave them up last year and refused 
to handle them. The Goodrich line went to Bystrom Auto Parts and the Fire- 
stone line is handled by the Firestone owned store here. However they are put- 
ting the pressure on tires and batteries and the dealers don’t display any other 
brands. 
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Most of the pressure comes from the major tire companies’ representatives, but 
the oil companies have a man in their zone offices having charge of TBA. He 
doesn’t get around very often, but he does put pressure on their dealers. 

The major oil companies hold district meetings for their dealers early each 
spring and lay the law down to their dealers on the TBA lines just before. 


1. Name of salesman. John A. Williams. 

2. Number of Conoco stations in sales area. 8. 

8. (a) Number regularly solicited. 38. 

(b) Number regularly sold. 3. 
(c) Are they independent or lease stations? Independent, sold. 
(d) How often solicited? Weekly. 
4. (a) Current monthly or annual volume to Conoco outlets. Very low. 
(b) Is that above or below normal; why? Below; too hard to sell. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, ete.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products; what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? 5 years: Kendall oil; small stock, 3 years Walker muffler items; 
fill-in. 3 years Fram line; small stock. 

8. (a) Do those stations stock the products openly? Mufflers are stocked and 

Fram openly; oil is usually hidden; no advertising permitted. 
(b) Do they advertise those products in the station? Independent stations 
will advertise ; leased will not. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary, use separate sheet for replies.) It is very difficult to 
verify that loss of business to any of the major oil company-leased operations is 
specific. Most lesses will not tell you that their fieldman told them not ad- 
vertise or to buy from or for our lines. They indicate. They refer to and some- 
times will even say, so and so took your sign down or said to get rid of this 
or that line, but I’ve never found one who would put it in writing or get on the 
witness stand. I have had some operators say “To put your line in or adver- 
tise it would be the quickest way I know of to lose my lease”. 

JOHN A. WILLIAMS. 


Des MOoINEs, IowA BRANCH 


. Name of salesman. Dan Lake. 
2. Number of Conoco stations in sales area. 5, 

(a) Number regular solicited. 5. 
(b) Number regularly sold. 0. 
(c) Are they independent or lease stations? Lease. 
(7) How often solicited? Weekly. 
((a) Current monthly or annual volume to Conoco outlets. $50. 
(b) Is that above or below normal; why? Below normal. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (book, records, ete.) ? Records. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or “‘fill- 
in” basis? Fill in. 

8. (a) Do those stations stock the products openly? Yes, 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, compile or partial, of Conoco business. Reason 
for loss. (If necessary, use separate sheet for replies.) Carlson Oil Co. have 
all stations on a stock program and they fill in each product as they are told. 


. Name of salesman. Al Ratcliff. 
2. Number of Conoco stations in sales area. 
(a) Number regularly solicited. 4. 
(b) Number regularly sold. 1. 
(c) Are they independent or lease stations? Lease. 
(d) How often solicited? Weekly. 
(a) Current monthly or annual volume to Conoco outlets. $50 to $75 per 
week each. 
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(b) Is that above or below normal; why? Below; Conoco. 

5. Does any one year mark a peak in sales to Conoco stations with a decline: 
thereafter? Which year? 

6. What evidence of decline (books, records, etc.)? Records. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Fill in. 

8. (a) Do those stations stock the products only? Yes and no. 

(b) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary, use separate sheet for replies.) Conoco insistance 
on lessee buying from them or Carlson Oil Co., their jobber. 


. Name of salesman. QO. A. Richards. 
. Number of Conoco stations in sales area. 
(a) Number regularly solicited. 3. 
(b) Number regularly sold, 2. 
(c) Are they independent or lease stations? Leased. 
(d@) How often solicited? Weekly. 
(a) Current monthly or annual volume to Conoco outlets. Approximately 
$25 to $40 monthly. 
(b) Is that above or below normal; why? Below normal. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, records, etc.) ? Records. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Mostly items that Conoco TBA Jobber does not sell. 

8. (a) Do those stations stock the products openly? Openly. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary, use separate sheet for replies.) Carlson Oil Co., 
515 Southwest 9th Street, local TBA jobber for Conoco, solicits the local Conoco 
station operator and insists on his purchasing from them Goodrich tires, acces- 
sories, Fram filters, Goodrich batteries, and such other items as they carry in 
stock on a jobbing basis. 


. Name of salesman. V.K. Klotzbach. 
. Number of Conoco stations in sales area. 6. 

(a) Number regularly solicited. 6. 

(b) Number regularly sold. 4. 

(c) Arethey independent or lease stations? Leased and independent. 

(@) How often solicited? Weekly. 

(a) Current monthly or annual volume to Concoco outlets? $50 to $150 

monthly. 

(6) Is that above or below normal; why? Below. Conoco doesn’t insist 

on Conoco. 
Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Not in the year and one-half I’ve cited. 

6. What evidence of decline (books, records, ete.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying: do they buy on a “stock” or 
“fill-in” basis? Fillin. 

8. (a) Do those stations stock the products openly? Some do and some don’t. 

(b) Dothey advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Reason 
for loss. (If necessary, use separate sheet for replies.) Conoco distributor 
insists on lessee buying from their source of supply. An independent, we get some 
equipment from some dealers that are a little more independent about their 
business, buy some from us, but the bulk is bought through Conoco distributor. 


5. 


. Names of salesman. Dee Wilson. 
. Number of Conoco stations in sales area. 8. 
(a) Number regularly solicited. 4. 
(b) Number regularly sold. 2. 
(c) Arethey independent or lease stations? Independent. 
(d) How often solicited. Weekly. 
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4, (a) Current monthly or annual volume to Conoco outlets. 

(b) Is that above or below normal—why? Above. Tire accounts. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Yes, 1956. 

6. What evidence of decline (books, records, etc.). Monthly statement. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how lang have they been buying; do they buy on a “stock” or 
“fill-in” basis? 144—5 years—full line except storage batteries and oil. 

8. (@) Dothose stations stock the products openly? Yes. 

(b) Dothey advertise those products in the stations? Yes. 

9. All instances of specific loss, complete or partial, of Conoco busiress. Reason 
for loss. (If necessary use separate sheet for replies.) Sataeak aolieae 
n 





reasons as Conoca distributor insists he purchase directly from him 
run leased station. 





Counci. Buurrs, Iowa, BRANCH 





. Name of salesman. Sam Durick. 
2. Number of Conoco stations in sales area. One. 
3. (a) Number regularly solicited. 
(b) Number regularly sold. 
(c) Are they independent or lease stations? Lease. 
(d) How often solicited. 
4. (a) Current monthly or annual volume to Conoco outlets. Approximately 
75 percent. 
(b)Is that above or below normal—Why. Above—Conoco-Goordich tie-in. 
. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 1955. 
3. What evidence of decline (books, records, etc.) 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Fill-in or Fram. 

8. (a) Do those stations stock the products openly? 

(b) Do they advertise those products in the station? 

9. All instances of specific loss, complete or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) The above 
station formerly purchased all of their stock merchandise from Sidles. The 
new lessee since 1953 has purchased practically nothing. This station was 
formerly Spark’s Conoco Service, Council Bluffs, Iowa. It is now operated by 
Gibson Conoco Service. 


| 


a 


. Name of salesman. John Thom. 
. Number of Conoco stations in sales area. Three. 
3. (a) Number regularly solicited. Two. 

(6b) Number regularly sold. One. 

(c) Are they independent or lease stations? One is independent. 

(d@) How often solicited. Weekly. 

4. (a) Current monthly or annual volume to Conoco outlets. $100 monthly. 

(b) Is that above or below normal—Why? Below because of the 
5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, etec.). 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Miscellaneous items—no stock items. 

8. (a) Do those stations stock the products openly? No. 

(b) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) The station 
operator had an overstock of items at all times and was not allowed to buy 
anything other than very little miscellaneous. 


1 
2 
3 











. Name of salesman. Don O’Neill. 
2. Number of Conoco stations in sales area. 2. 
3. (a) Number regularly solicited? 1. 
(b) Number regularly sold. 1. 
(c) Are they independent or lease stations? 1 lease, 1 independent. 
(d) How often solicited. 1 weekly. 
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4. (a) Current monthly or annual volume to Conoco outlets. $2,000. 

(b) Is that above or below normal—why? Below; after the Conoco hookup 
with Goodrich, the lease stations are not worth calling on. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Yes; 1953. 

6. What evidence of decline (books, records, etc)? Our invoices. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Ido not sell a lessee-operated station. 

8. (a) Do those stations stock the products openly? 

(0) Do they advertise those products in the station? 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary, use separate sheet for replies.) We had sold the 
operator of the then new Conoco station at 30th and Broadway all of his equip- 
ment and most of his stocking lines such as Fram Gates etc. His name is Elmo 
Cleveland. When the Goodrich connection was made, extreme pressure was 
applied, the Gates was changed over to Goodrich, and Fram filters could no longer 
be purchased from us. Mr. Cleveland sold out shortly after this as the pressure 
was too great. He received definite orders from Conoco to buy through Good- 
rich or have his lease canceled. I tried calling on the new lessee after that time 
and had no success. The account wasn’t worth calling on. 


LINCOLN, Nesr., BRANCH 


. Name of salesman. Glen W. Cramer. 
Number of Conoco stations in sales area. 6. 
(a) Number regularly solicited. 4. 
(6) Number regularly sold. 2. 
(c) Are they independent or lease stations? Lease. 
(d) How often solicited. Weekly. 
(a) Current monthly or annual volume to Conoco outlets. 200 total 
monthly. 
(b) Is that above or below normal; why? Below normal. 

5. Does any 1 year mark a peak in sales to Conoco stations, with a decline 
thereafter? Which year? Peak year 1955—decline 1956. 

6. What evidence of decline (books, records, ete.). Monthly statement. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Buy mostly items that they need for the job they are working 
onatthetime. Some stock a few of our chemical lines. 

8. (a) Do those stations stock the products openly? Partially. 

(®) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) Lost all filter car- 
tridge business and belt hose sales because they were told to buy filters, belts, 
and hose from the Goodrich distributor only. 


Name of salesman. Glen H. Wallenberg. 

Number of Conoco stations in sales area. Two. 

(a) Number regularly solicited. Two. 

(b) Number regularly sold. Two. 

(c) Are they independent or lease stations. One leased, one independent. 

(d@) How often solicited. Twice a week. 

(a) Current monthly or annual volume to Conoco outlets. $35.00 a month. 

(b) Is that above or below normal—Why. Below. They buy from B. F. 
Goodrich Supplier. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 1955-56 decline. 

6. What evidence of decline (books, records, ete.) Statements. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Fram filters, Walker mufflers and pipes and stop leaks. Usually fill in. 

(a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) Most of their sup- 
plies are purchased from B. F. Goodrich Supplier. 
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. Name of salesman. Cliff Backencamp. 
. Number of Conoco stations in sales area. Nine. 
(a) Number regularly solicited. Bight. 
(6) Number regularly sold. Bight. 
(c) Are they independent or lease stations? Five lease, three independent. 
(d) How often solicited. Weekly. 
(a) Current monthly or annual volume to Conoco outlets. 
(b) Is that above or below normal—Why. Below normal. Operators told 
they should buy from B. F. Goodrich Distributors. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 1956; decline. 

6. What evidence of decline (books, records, ete.) Records. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Wash mitts, bass leaks, maintenance items. 

8. (a) Do those stations stock the products openly? No. 

(b) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) When Conoco 
and B. F. Goodrich tied in with Judah Distributor Co. The stations had to 
buy from them. My Fram filter sales were cut in half. 


. Name of salesman. Robert E. Duden. 
2. Number of Conoco stations in sales area. Four. 
3. (a) Number regularly solicited. Four. 
(b) Number regularly sold. Four. 
(c) Are they independent or lease stations? Three independent, one leased. 
(d) How often solicited. Weekly. 
4. (a) Current monthly or annual volume to Conoco outlets. Two independ- 
ents, $200 per month; one leased about $30; one independent about $60. 
(b) Is that above or below normal—Why. 
5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Only on territory service July 1956. 
6. What evidence of decline (books, records, ete.) 
7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Two independents buy tires, battery, and filters which they advertise 
and stock: 1 independent buys belts and chemicals. One leased states he must 
buy stock from TBA outlet Goodrich. 
8. (a) Do those stations stock the products openly? Yes. 
(b) Do they advertise those products in the station? Yes. 
9. All instances of specific loss, complete ‘or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies. ) 


House MEMo 
To: Mr. Taft 
Date: January 4, 1957 
From: Beatrice 
Subject : Conoco 

We have sold two Conoco stations in Beatrice for several years so I checked 
back 3 years to see if there had been any losses of volume. Several years back 
we sold Nickerson Conoco Service as much as $200 to $300 per month but I have 
figures back to 1954 only. 

in 1954 his average per month was $66. In 1955 it dropped to $49 per month 
and in 1956 it was down to $20 per month. I think this decline is due to pressure 
from Conoco. We did sell him a few tires and his filters also Delco batteries 
but are unable to sell him any of these items now. 

The Shultz Conoco was operated by George Edeal in 1954. We sold him an 
average of $178 per month during that year. He was warned several times to 
discontinue buying from jobbers but ignored it. His lease was canceled and 
the station was leased to Shultz. In 1955 our sales to Shultz averaged $47 per 
month. In 1956 this was increased to $102 per month, most of this increase was 
mufflers and pipes. 


ADAM. 
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BEATRICE, NEBR., BRANCH 


. Name of salesman. Roy Brown. 
. Number of Conoco stations in sales area. Four. 
(a) Number regularly solicited. Two. 
(bo) Number regularly sold. Two. 
(c) Are they independent or lease stations? Lease. 
(ad) How often solicited. Weekly. 
(a) Current monthly or annual volume to Conoco outlets. About $100 
combined. 
(b) Is that above or below normal—why? ’ 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, etc.) . 

7. In Conoco stations are presently purchasing any of Sidles products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Stock and fill-in. 

8. (@) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Reason 
for loss. (If necessary use separate sheet for replies.) Used to sell tires and 
fram to two of my Conoco dealers. Fram is sometimes picked up as fill-in. Also 
used to sell Delco batteries to them. 


1. Name of salesman. Martin Gress. 
2. Number of Conoco stations in sales area. Four. 
3. (a) Number regularly solicited. One. 
(b) Number regularly sold. One. 
(c) Are they independent or lease stations? Independent. 

(d) How often solicited. Once a week. 

4. (a) Current monthly or annual volume to Conoco outlets. $137 per month. 
(b) Is that above or below normal—why? Normal. 

Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, records, etc.). None. 

7. In Conoco stations are presently purchasing any of Sidles products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Stock. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise these products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Reason 
for loss. (If necessary use separate sheet for replies.) There are three Conoco 
stations (leased) that I do not call on. Have tried several times but was told 
they had to buy from Conoco. However, on this one specific instance the man is 
no longer in business. It seems useless to call on company-owned stations, but 
I don’t know of any instance where the dealer was threatened with cancellation 
of lease. 


5. 


1. Name of salesman. Joel Carpenter. 
2. Number of Conoco stations in sales area. 
3: (@) Number regularly solicited. 2. 

(®) Number regularly sold. 0. 

(c) Are they independent or lease stations? Lease. 

(d@) How often solicited. Weekly. 

4. (a) Current monthly or annual volume to Conoco outlets. 0. 

(b) Is that above or below normal—Why. Normal. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, etc.). 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in”’ basis? 

8. (a) Do those stations stock the products openly ? 

(b) Do they advertise those products in the station? 

9. All instances of specific loss, complete or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) No loss because 
I didn’t get started, but for instance Conoco station in Hebron would buy from 
us but is afraid to. 
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SIDLEs Co., 
Norfolk, Nebr., January 10, 1956. 
Mr. V. L. Tort, 
Sidles Co., 7302 Pacific Street, Omaha, Nebr. 

DEAR Mr. Torr: In regard to the coercive practices by certain major oil com- 
panies, it has been a known fact for some time that such has existed. To 
obtain evidence from the lessee has been almost impossible because of the fact 
that these people are threatened by the major companies with the loss of their 
contract if company policies are not adhered to. 

From the attached, you will note that on the average, we do from $15 to $20 
per month with leased stations and we do have independent station operators who 
purchase upward from $100 to $250 per month. 

This fact alone proves that certain unethical practices are being used and in 
the event that the personal statement of a lessee operator is required, we do have 
the verbal agreement with such a person who would supply testimony as to major 
oil company coercive practices. 

I remain, 

Yours sincerely, 
Srprtes Co., 
F. C. Blatt, Manager. 
NORFOLK, NEBR., BRANCH 


Name of salesman. M. G. Trupp. 

. Number of Conoco stations in sales area. Three. 

(a) Number regularly solicited. Three. 

(b) Number regularly sold. Three. 

(c) Are they independent or lease stations? Lease. 

(d@) How often solicited. Weekly. 

(a) Current monthly or annual volume to Conoco outlets. $1,000 annual 

for all. 

(b) Is that above or below normal—Why. Customer states that he must 
purchase his merchandise from Interstate Oil Co., Sioux City, Iowa, which is 
Conoco’s outlet in this area, otherwise he is threatened with losing his lease. 

. 5. Does any one year mark a peak in sales to Conoco stations with a decline 

thereafter? Which year? No. 

6. What evidence of decline (books, records, etc.). 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or 
fill-in basis? Fram, Bars Leak, wheel weights, some chemicals. They have 
been buying these for the 2 years I have been on the territory, both for stock 

>A son and refills. 

»noco 8. (a) Do those stations stock the products openly? Yes. 

; told (b) Do they advertise those products in the station? Yes. 

‘an is 9. All instances of specific loss, complete or partial, of Conoco business. Rea- 

;, but son for loss. (If necessary use separate sheet for replies. ) 

ation 

Name of salesman. Marlyn Carlson. 
Number of Conoco stations in sales area. Seven. 
(a) Number regularly solicited. Six. 
(b) Number regularly sold. Five. 
(c) Are they independent or lease stations? 1 independent, 4 lease. 
(d@) How often solicited. Weekly. 
(a) Current monthly or annual volume to Conoco outlets. $50 monthly. 
(6) Is that above or below normal—Why. Below, forced to sell other 
products. 
5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Haven’t been on territory long enough. 
6. What evidence of decline (books, records, etc.) 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or {fill-in 
basis? Delco batteries, Walker some times, some Fram, Gates products. 

8. (a) Do those stations stock the products openly? Some do and some don’t. 
(b) Do they advertise those products in the station? Some do and some 
don’t. 

siness. 92285—57—pt. 4—11 
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9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) I do very well with 
the Conoco stations that are owned independently, but the leased stations not 
so good. 


1. Name of salesman. Al Parmenter. 
2. Number of Conoco stations in sales area. Two. 
3. (@) Number regularly solicited. Two. 
(b) Number regularly sold. Two. 
(c) Are they independent or lease stations? Independent. 
(d) How often solicited. Weekly. : 
4. (a) Current monthly or annual volume to Conoco outlets. $200 per month 
each. 
(6) Is that above or below normal—Why. Normal 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? No. Which year? 

6. What evidence of decline (books, records, etc.) None. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Fram and miscellaneous. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the stations? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 

son for loss. (If necessary use separate sheet for replies.) None. 



































No. 4. 











. Name of salesman. Gerald Van Gundy; No. 9; territory 
2. Number of Conoco stations in sales area. Two. 
3. (a@) Numnber regularly solicited. One. 

(6) Number regularly sold. One. 
(c) Are they independent or lease stations? Lease. 
(d@) How often solicited. 
4. (a) Current monthly or annual volume to Conoco outlets. 
(b) Is that above or below normal—Why. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, etc.) 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Kendall Oil. 

8. (a) Do those stations stock the products openly? No. 

(b) Do they advertise those products in the stations? No. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) Customer buys 
Kendall Oil on fill-in basis only. Has told salesman that rathér than call on 
him he would rather phone orders to salesman’s house. Custome* buys Kendall 
Oil one case at a time and keeps it stored in basement. Has never openly 
stocked it or advertised it. Declined offer of free Kendall curb ‘sign. 






















> 


FREMONT, NEBR., BRANCH } 












. Name of salesman. Paul Sandberg. 
2. Number of Conoco stations in sales area, Three—will be fur. 
3. (a) Number regularly solicited. All. : 

(6b) Number regularly sold. One. ; 

(c) Are they independent or lease stations? Lease. ' 

(d) How often solicited. One weekly; others intermittent] 

4. (a) Current monthly or annual volume to Conoco outlets. 

(b) Is that above or below normal—Why. Below—the pressre was put 
on by the TBA jobbers. These total purchasers werejsupposed to 
be subject to a voluine rebate. Leases also threatenefl. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Between 3 to 4 years ago. 

6. What evidence of decline (books, records, etc.). Books. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying: do they buy on a stock or fill-in 
basis? Service station supplies such as chamois, soap, tire repairs, ete. 

8. (a) Do those stations stock the products openly? 
(b) Do they advertise those products in the station? 
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9. All instances of specific loss, complete or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) Because of 
difficulty in securing good station operators the pressure has been eased up 
somewhat. However, damage has been done and it will take time to build these 
accounts back up. 


. Name of salesman. Frank Kosta. 
. Number of Conoco stations in sales area. Nine. 
(a) Number regularly solicited. Five. 
(b) Number regularly sold. Five. 
(c) Are they independent or lease stations? Three independent; six leased. 
(d) How often solicited. Once a week. 
(a) Current monthly or annual volume to Conoco outlets. 
(b) Is that above or below normal—Why. Below. 
5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year. Three years ago. 
6. What evidence of decline (books, records. ete.) 
7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Fram, AC, car wash, tire repair. 
8. (a) Do those stations stock the products openly? Yes. 
(b) Do they advertise those products in the station? Some. 
9%. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) Reason for loss is 
because of Conoco asking boys to buy from B. F. Goodrich telling of rebate. 


Smptecs Co. 
MASON CITY, IOWA, BRANCH 


Until a week ago I have not any Conoco station in Mason City that have been 
open. They are building one new station which will be open for lease. Their 
other new station was opened last week and I talked to the operator and was 
informed that he will have to stock B. F. Goodrich tires and TBA line because 
of his lease with Conoco and also because he is getting all of his merchandise 
consigned. It will be consigned through a local B. F. Goodrich jobber. It doesn’t 
make any difference what major oil company it is the same story. I recently 
sold a new Sieberling tire dealer in a DX oil station but the operator could not 
buy our line of tires because the DX roadman would not allow it. The DX road- 
man informed me that they would raise the operator’s rent $15 a month if he 
took on this line or we as Sidles Co. could pay DX the $15 a month for the 
right to sell our tires to this account. A Texas roadman informed that I 
could not sell any tires or batteries except Firestone or B. F. Goodrich in any of 
their stations and their stations were not to stock anything else. 

The above statements do not have a direct bearing on your case but the only 
difference is the fact that Conoco Oil Co. has not been very active up here. The 
same condition exists with all of the major oil companies. 

Yours truly, 
WARREN (Bub) NELSON, 
Sidles Co. Salesman. 


1. Name of salesman. Robert W. Jackson, No. 63. 

2. Number of Conoco stations in sales area. Four. 

3. (a) Number regularly solicited. Two. 

(6) Number regularly sold. Two. 
(c) Are they independent or lease stations? Independent. 
(d) How often solicited. Weekly. 

4. (a) Current monthly or annual volume to Conoco outlets. $50. 

(b) Is that above or below normal? Why? Normal, Small operators. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? Both stations were changed over to Conoco just 
recently. 

6. What evidence of decline (books, records, etc.) 
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7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Fram, AC, brake fluid, ete. Car rugs and bug screens also. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) Conoco stations 
haven’t been the problem that some of my Standard Oil Stations or DX outlets 
have presented. 


Mr. Torr. Exhibit No. 4. This exhibit reflects the fact that where 
the leased station is so far removed from his major oil company source 
of supply coercive efforts are more difficult and hence the same situation 
does not pertain as appeared in exhibit No. 3. 

McCook and Holdrege, Nebr., being in the southwestern extremity 
of Nebraska, and Centerville being near the southeastern extremity of 
Iowa are so far removed from a B. F. Goodrich warehouse that little 
pressure is exerted on them. 

Inasmuch as we have several branches located conveniently at those 
points our salesmen in those places report that they do a normal 
amount of business with them and have no trouble whatsoever. 

(The matter referred to is as follows:) 


Exursit No. 4 


House MEeMo 

To: Victor Toft. 
Date: 1—2-57. 
From : McCook 15. 
Subject: Attached. 

Deam Vic—Conoco in this area is very weak and we have no trouble with selling 
them. 

The local Goodrich district operator has Phillips 66 sta. and Olds-Cad Dealer- 
ship—so tires are secondary with him. 

L.C.M. 
McCook, NEsR., BRANCH 


. Name of salesman. Robert Farmer. 
2. Number of Conoco stations in sales area. Three, 
(a) Number regularly solicited. Three. 
(0) Number regularly sold. Three. 
(c) Are they independent or lease stations? Lease. 
(qd) How often solicited? Weekly. 
4. (a) Current monthly or annual volume to Conoco outlets. 
(b) Is that above or below normal? Why? 
5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? ; 
6. What evidence of decline (books, records, etc.) ? 
7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Most any. 
8. (a) Do those stations stock the products openly? Yes. 
(b) Do they advertise those products in the station? Yes. 
9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) No coercion seen 
in these accounts. 


1. Name of salesman. Frank M. Salisbury. 

2. Number of Conoco stations in sales area. Two. 

3. (a@) Number regularly solicited. Two. 
(b) Number regularly sold. Two. 
(c) Are they independent or lease stations? One and one, 
(d) How often solicited? Once a week. 
(a) Current monthly or annual volume to Conoco outlets. 
(b) Is that above or below normal? Why? 









at 
or 


~a- 
ns 
ets 


re 
"ce 
on 
ity 

of 
tle 


ISe 
ial 


cline 


what 
” of 


Rea- 
seen 













DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 159 


5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, ete.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? Fram, Everready, Seiberling, Kendall, Gross seat covers, etc. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9, All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) I don’t have any 
coercion with either of these accounts. They are both independent as far as 
Conoco is concerned. I don’t believe either one would take anything off Conoco. 


FRANK M. SALISBURY. 





1. Name of salesman. Robert Stone. 

2. Number of Conoco stations in sales area. Two. 

3. (@) Number regularly solicited. Two. 

(b) Number regularly sold. Two. 
(c) Are they independent or lease stations? Lease. 
(d@) How often solicited? Weekly. 
4. (a) Current monthly or annual volume to Conoco outlets. 
(b) Isthat above or below normal? Why? 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

5. What evidence of decline (books, records, etc.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Kendall, Deleo battery, Sieberling tires, etc. 

8. (a) Do these stations stock the products openly? Yes. 

(b) Do they advertise those products in the station ? 

9. All instances of specific loss, complete or partial, of Conoco business. 

Reason for loss. (If necessary use separate sheet for replies.) No trouble here. 


’ 






SIDLES Co., 
Centerville, Iowa, January 4, 1957. 


Mr. Victor L. Tort, 
General Manager. 


DEAR Sir: In answer to your letter of December 27 regarding Conoco dealers 
in our area you will find forms completed by salesmen enclosed. 

Regarding the analysis of our Conoco dealers, we are not experiencing the 
problems faced by our stores in Nebraska. As you know, Mr. Toft, I have been 
here a relatively short time but in talking to my salesmen I find they feel they 
are getting their fair share of their Conoco dealers’ business. The competi- 
tion they are experiencing is not from Conoco, but from jobbers in the area, 
which I feel is normal. 

The condition in the Fairbury, Nebr., area, with which I am familiar is very 
different. But you will no doubt receive reports from Beatrice on this situation. 

Sorry I couldn’t be of more help but our condition in the Centerville area 
is satisfactory, and if any sales are lost it will be due to not enough effort on 
the part of our salesmen. 

Sincerely yours, 
Roy MILLer, Manager. 

1. Name of salesthan. Freddie Kopatich. 

2. Number of Conoco stations in sales area. One. 

3. (@) Number regularly solicited. One. 
(b) Number regularly sold. One. 
(c) Are they independent or lease stations? Lease. 
(d@) How often solicited? Weekly. 
4. (a) Current monthly or annual volume to Conoco outlets. $80. 
(b) Is that above or below normal? Why? Average. 
Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 
6. What evidence of decline (books, records, etc.) ? 


5. 
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7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Fram, Amco, Delco batteries, Gates, Patches, both for stock and fill-in, 

8. (@) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business, 

Reason for loss. (If necessary use separate sheet for replies.) 


1. Name of salesman. John Lewis. 

2. Number of Conoco stations in sales area. 

8. (@) Number regularly solicited. 

(b) Number regularly sold. 
(c) Are they independent or lease stations? 
(d@) How often solicited? 
4. (a) Current monthly or annual volume to Conoco outlets. 
(6) Is that above or below normal? Why? 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? 

6. What evidence of decline (books, records, etc.). 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stoek or fill-in 
basis? 

8. (a) Do those stations stock the products openly? 

(b) Do they advertise those products in the station? 

9. All instances of specific loss, complete or partial, of Conoco business. 
Reason for loss. (If necessary use separate sheet for replies.) I don’t have 
any Conoco stations to call on. 


1. Name of salesman. Clifford E. Murphy. 
2. Number of Conoco stations in sales area. Five. 
8. (@) Number regularly solicited. Three. 
(b) Number regularly sold. Three. 
(c) Are they independent or lease stations? Independent. 
(ad) How often solicited? Once a week. 
4. (a) Current monthly or annual volume to Conoco outlets. $80. 
(b) Is that above or below normal? Why? Normal. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, records, etc.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? Stock. Oil item, spark plugs, fan belts, thermostats, and some supplies. 

8. (@) Dothose stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business, 

Reason for loss. (If necessary use separate sheet for replies. ) 


1. Name of salesman. Frank Benson. 
Number of Conoco stations in sales area. Five. 

. (@) Number regularly solicited. Four. 
(6) Number regularly sold. Four. 
(c) Are they independent or lease stations? Independent. 
(d@) How often solicited? Once a week. 

4. (a) Current monthly or annual volume to Conoco outlets. $100 per month. 
(b) Isthat above or below normal? Why? Normal. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, records, ete.) None. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business, 

Reason for loss. (If necessary use separate sheet for replies. ) 
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House MEMO 
To: Vic Toft 
Date: January 7, 1956. 
From : Charlie Johnson. 


Dear Vic: Regarding your confidential letter concerning complaint filed against 
B. F. Goodrich in connection with Conoco dealers, we do not have any specific 
account in our territory which can give significant facts or statistics. In the 
smaller communities I don’t think the pressure is so great, even in company- 
owned stations. This I believe is found more in the larger cities. I am attach- 
ing the questionnaires which the salesmen have filled out. I wish that we were 
able to be of more help as I feel that these pressure tactics should be stopped 
in all these types of large business. 

Sincerely, 
CHARLIE. 
HOLpREGE, NEBR., BRANCH 


1. Name of salesman. Gordon Spellman. 

2. Number of Conoco stations in sales area. Four. 

3. (a) Number regularly solicited. Four. 

(b) Number regularly sold. Four. 

(c) Are they independent or lease stations? Both. 

(d) How often solicated? Weekly. 

(a) Current monthly or annual volume to Conoco outlets. $100 monthly 
average. 

(b) Is that above or below normal? Why? Normal. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, records, etc.) 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or 
fill-in basis? Seiberling, Fram, and related items. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 
9. All instances of specific loss, complete or partial, of Conoco business. Rea- 


son for loss. (If necessary use separate sheet for replies.) None. 


. Name of salesman. Lloyd Weis. 
2. Number of Conoco stations in sales area. Two. 
(a) Number regularly solicated. Two. 
(b) Number regularly sold. Two. 
(c) Are they independent or lease stations? Independent. 
(d@) How often solicited? Weekly. 
(a) Current monthly or annual volume to Conoco outlets. $100 a month 
each. 
(b) Is that above or below normal? Why? Normal. 

5. Does any one year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, record, ete.) ? None. 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a stock or fill-in 
basis? For stock. 

8. (a) Do those stations stock the products openly? Yes. 

(b) Do they advertise those products in the station? Yes. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 
son for loss. (If necessary use separate sheet for replies.) No loss in business. 

Answer to No. 7. They are purchasing Fram, and A E filters, Delco batteries, 
Gates belts, Seiberling tires, Kendall oil. These two stations have been Conoco 


for about 6 months, and do continue to buy from us as they did before when they 
sold a different brand of gasoline. 


1. Name of salesman. Dale W. Nelson. 
2. Number of Conoco stations in sales area. Two. 
3. (a) Number regularly solicited. Two. 





162 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


(b) Number regularly sold. Two. 

(c) Are they independent or lease stations? One of each. 

(d) How often solicited? Weekly. 

(a) Current monthly or annual volume to Conoco outlets. Monthly; the 
leased will run from $50 to $100 and the independent, $200 to $700. 

(6) Is that above or below normal? Why? Normal. 

5. Does any 1 year mark a peak in sales to Conoco stations with a decline 
thereafter? Which year? No. 

6. What evidence of decline (books, records, etc.) ? 

7. If Conoco stations are presently purchasing any of Sidles’ products, what 
products, and how long have they been buying; do they buy on a “stock” or 
“fill-in” basis? 

8. (a) Do those stations stock the products openly? No. Kendall oil has 

to be hidden and sold only if it is asked for. 
(b) Do they advertise those products in the station? No. 

9. All instances of specific loss, complete or partial, of Conoco business. Rea- 

son for loss. (If necessary use separate sheet for replies.) 


Answer to No. 7. The only stock items I can sell the leased station are the 
items Goodrich sells, namely, Fram. Fan belts and bulbs, etc., are strictly 
pickup. He will sell anything we have, if the customer asks for it. 

Answer to No. 9. About a year ago I had a Goodrich account sell some from 
(2 gross) by cutting the price way down so that I could not compete, but when 
we came out with the free-merchandise deal I got him back. What will happen 
this next year, I don’t know. 

Mr. Torr. Exhibit No. 5: Whereas our sales in the automotive 
department have increased from $6,960,000 in 1952 to $8,435,000 in 
1956, we have had losses in some of the lines that can be classified as 
TBA. 

Even though potential has increased greatly, volume in many of 
these lines has declined as evidenced by the figures making up exhibit 
No. 5 indicated that our sales on Prestone have declined from 139 ,604 
gallons in 1952 to 62,690 gallons in 1956. 

It is well known that Prestone is by all odds the most widely used 
brand of permanent antifreeze on the market and that it was the 
only permanent antifreeze on the market for many years. With the 
advent of the TBA programs of the major oil companies many 
leased stations are not permitted to even carry the Prestone brand. 

As an example of this, I submit a typical reaction on the part of an 
operator of a leased station. Last fall I stopped at a eg station 
to get some gasoline. After my car had been serviced, I asked the 
attendant what price he was getting for Prestone. He gave me the 
price. I looked about the premises “and seeing no Prestone I said to 
him, “I don’t see any Prestone in your stock.” He replied, “No, but 
T have the same thing.” Further discussion of course developed the 
fact that it was Texaco’s own brand and when I told him that I had 
always used Prestone and hence wouldn’t buy anything else, he sim- 
ply said, “I’m sorry I don’t have it.” I suggested that he must be 
losing considerable business in view of the fact that many people like 
my self asked for Prestone by brand name. He replied that he had 
as a matter of fact, lost a number of sales that week. I then asked 
him why in view of that he did not stock Prestone. He replied that 
he was not permitted to do so by Texaco. He went on to say that it 
would please him greatly were he permitted to carry Prestone since 
it would improve his business. 
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(Exhibit No. 5 referred to above is as follows :) 


Exuisit No. 5 
NATIONAL CARBON Co., 
Omaha, Nebr., Jan, 14, 1957. 
Mr. Victor L. Tort, 
Sidles Co., 7302 Pacific Street, Omaha, Nebr. 

Dear Vic: Attached is the list of Prestone antifreeze sales figures we discussed 
in your office Friday. Sometime after the 25th of this month a summary of sales 
by branch will be completed, and I will bring this in for your review. 

If we can be of further service in any way, you know it is our desire and 
pleasure to have you call on us. 

Very truly yours, 
R. J. Foiey. 


Sidles Co.—Prestone antifreeze sales in gallons, callendar year 
Year: Sales 
139,604 
141,793 
123,022 
98,740 
62,690 

NoTe.—Above figures do not include Sidles-Chambers or Denison automotive parts. 

Mr. Roosrverr. Could I interrupt you for a second? In view of the 
fact that you have named the Texaco Co. in this conversation, do you 
remember the location of the Texaco station to which you refer? 

Mr. Torr. If you don’t mind, I would like to come to that later. 

Mr. Roosrvetr. Yes. 

Mr. Torr. That exhibit concerns a leased station who has offered 
fairly substantial resistance to coercion and who offered at. the hearing 
held in Omaha to appear before the Federal Trade Commission attor- 
neys even though he was still operating under a Conoco lease. He 
stated that conditions were such that he would risk his lease in order 
to make an appearance in the hopes that the conditions under which 
he was having to operate could be improved. 

During the past year, even though he had handled Gates belts ever 
since he had been in business and valued the line highly, it was de- 
manded that he discontinue handling Gates. His line was changed to 
Goodrich and the substantial Gates stock that he had on hand was 
sleeved with the Goodrich sleeve so that there would be no evidence of 
his having any Gates belts in stock while his stock was being gradually 
replaced by Goodrich purchases. 

There were a number of others we contacted who were perfectly 
willing to testify and these included John Heideman, Marysville, 
Kans.; Clarence Peters, 1322 Verges Avenue, Norfolk; Fay Rum- 
baugh, 1212 Rose Street, Lincoln; Elmo Cleveland, Oakland, Iowa; 
Duane Shrader, Lincoln, Nebr.; Mr. C. Cornell, Lincoln, Nebr.; and 
George Edeal, 636 Bismark, Beatrice, Nebr. 

Mr. Di: is, the Federal Trade Commission attorney, however, stated 
that they had abandoned this practice of using witnesses, either past 
or present, inasmuch as, for every witness FTC could furnish who 
would describe the coercive conditions under which the lessee operated, 
it was a simple matter for the major oil companies to supply five times 
as many witnesses who would testify that it just wasn’t so, these being 
oper ators who didn’t want to lose their lease and who hence were will- 
ing to testify in accordance with the major oil company’s requirements. 
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(Exhibit No. 6 referred to is as follows:) 


EXHIBIT No. 6 


Evxample.—Resistant to coercion. 
Resuits.—Total volume good, TBA items; filters good, balance poor. 


Neito Service (Conoco), 33d and Q Sts., Omaha, Nebr. 


1952 1953 


January 
February 
March 
April 
May 
June : £18. 83 : 82. 16 6. 64 | 
July 24. 5f 5. 84 | 51. 66 
August 207. 2 ‘ 120. 66 
September 21. d f 5 76. 49 
October 335 6. 7 204. 9: 339. 78 
November 5. 26 


he ¢ 88. 44 
December - _- 3 28. 5 20. 3 118. 03 


5. 40 


pita Reasteateminletocee ; , 103 , 792 , 128. 05 , 114. 60 


Este oe __._. $1, 883. 56 
8 arc brs | : ‘ . 7 355. 74 


Antifreeze i — 13. 02 
Belts and hose__ Poe i et ; 7.09 
No is : eae < ’ None 
Tires and tubes ; ‘ ; ical None 


Mr. Torr. It will be noted that most of the i Sein ation herein con- 
tained has to do with Conoco, the reason being that it was only a few 
days prior to the hearing that we were aware of the fact that the hear- 
ing to be held in Omaha was to include both Conoco and Texaco. We 
had understood in the beginning that it was Conoco and B. F. Good- 
rich only; hence there wasn’t time to gather the information that we 
could have had on Texaco stations generally. A survey of our records, 
however, would indicate that the same condition persists with all or 
most of the major oil companies that have a TBA program of their 
own. 

Mr. Roosevetr. Mr. Toft, would it be possible for you to submit at 
a later time further indications concerning the Texas Co. from your 
records? 

Mr. Torr. It goes without saying that to go back into the records 
for 5 years when you have some 10,000 accounts and to dig out the 
invoice for any particular customer out of that is a difficult proposi- 
tion. However, we could certainly get any number that you might 
desire. 

Mr. Roosrvetr. Well, I simply mention it becatse you point out 
that you feel you have a fairly good number of Texaco incidents that 
would be similar to the Conoco incidents and, frankly, with one illus- 
tration it is a difficult job to establish any kind of a case, so, if we can 
get 2 or 3, we can show it as a pattern rather than a single instance; 
I think it would be better. 

Mr. Torr. How soon would you like to have that? 

Mr. Roosevettr. At your convenience, because I realize this is a 
matter of asking you to doa rather difficult job. At your convenience, 
but try to make it sometime in the next 2 or 3 months. 
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Mr. Torr. Yes. 

Mr. Roosrvetr. The committee is going to submit this affidavit and 
whatever further information you give to us to Conoco and to the 
Texas Co. and ask them to supply us with a sworn reply to the inci- 
dents concerned, and, of course, we will also confer with the Federal 
Trade Commission about such evidence as they may have or comments 
they may have, or comments they may care to make on this matter. 

Mr. Torr. Yes. 

Mr. Roosevetr. I would like to ask you specifically concerning the 
defense that the major companies give in answer to the necessity of 
being in the TBA field, that the reason they have done this as a service 
to their dealers is because they are able to give it on better terms, 
financial terms, and that most of their dealers, therefore, can make 
a better profit, and can carry on a business that does not require so 
much capital, and they don’t have to have such a supply on hand. 
They may make better merchandising arrangements. Could you com- 
ment. on that ? 

Mr. Torr. Yes, I would be glad to. May I say, Mr. Roosevelt, L 
have no fault to find with the major oil companies being in the TBA 
business. As a matter of fact, they have every right to be. 

When it is carried to the point where a lessee is told he may carry 
nothing else, that is where I think the damage is being done to the 
lessee himself. 

Let’s take Prestone or Zerex. We well know that Prestone is a rec- 
ognized brand name, as is Zerex. Any independent garage or filling 
station will handle one or the other, or both. 

Isn’t it a bit odd, then, that a lessee of a certain major oil company 
will not handle it ? 

Mr. Roosrverr. You asked a question and I think the answer is 
obvious. The answer is “yes.” That is what the committee is inter- 
ested in. 

Mr. Torr. I might go on to say that I have reason to believe that 
the major oil company ‘policies from the top, in many cases, do not sug- 
gest coercion, in my opinion. Where that coercion comes into the 
picture is at lower levels, from fieldmen and others who are desirous 
of making a record. 

Mr. Roosevetr. However, the practical side of it is that they are the 
representatives of the company; is that not correct? 

Mr. Torr. I beg your pardon ? 

Mr. Roosrverr. The individual who is at the end of the line still is 
the representative of the company to the dealer and carries the full 
authority and weight of the company to the dealer ? 

Mr. Torr. Yes. 

Mr. Roosrvetr. You mentioned and you cited the specific instance 
here of the Federal Trade Commission hearing. 

Do you know upon whose complaint the heari ing was held? 

Mr. Torr. No, I don’t. It wasn’t a complaint on our part. I think 
it was a hearing held as a general survey from all over the country be- 
cause the attorney told me they had come from Omaha, Chicago, 
Dallas, and so forth. 

Mr. Roosrveit. Let me ask you as directly as possible, you are a 
businessman doing a considerable volume of business. 
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You feel, or you wouldn’t have presented this affidavit to the com- 
mittee, that your rights have been violated by coercive action which is 
a violation of the law. 

Why have you, yourself, or your company not taken any direct 
action to stop the coercive practices that are being used against your 
own company ? 

Mr. Torr. Well, we are taking such action now. We collaborated 
with the Federal Trade Commission at their request. 

To answer your question a little further, I migltt state that I think 
the average distributor is fearful of reprisals in matters of this kind. 
I don’t think that that fear is well placed, but, nevertheless, it is there. 

Mr. Roosrverr. I think counsel was going to ask the same question 
T was: In what form would the reprisals be? 

Mr. Torr. It could be in the form of leased stations being told not 
to do business with a certain company. 

I question whether that would emanate from the top, again, of any 
major oil company, but it might from the fieldmen. 

Mr. Roosrverr. Well, now, are you familiar with a bill that was 
introduced called the H. R. 432 bill? 

Mr. Torr. I don’t recognize it by number. 

Mr. Roosevettr. The bill gives legal fees and court costs to the suc- 
cessful complainant in cases s of injunctive relief. 

I assume and presume you feel as little additional legislation as is 
possible to put on the books is the wise course ? 

Mr. Torr. That is right. 

Mr. Roosevett. If so, do you feel that H. R. 432 would give you 
the answer so that you can take care of the problem yourself? 

Mr. Torr. Wouldn’t that require private litigation ? 

Mr. ag veLr. Yes, it would require private litigation. 

Mr. Torr. Wouldn’t that be too costly for the average distributor? 

Mr. Rooseverr. Well, if successful, if you have a case such as per- 
haps might indicate here, you would then be ae to recover your 
court costs and your legal fees. 

Mr. Torr. The damage would have to be extensive before one would 
resort to that. 

Mr. Roosrvett. Yes, but would you feel that it was sufficient dam- 
age to you in a case of this kind to justify your company taking action? 

Mr. Torr. My personal opinion, as I said before, those fears are 
probably not well founded in every case. I don’t expect reprisals. 

Mr. Roosgvert. Now, you are before the committee. What would 
you suggest that the committee consider doing in order to stop the 
coercive practices ? 

Have you tried yourself, for instance, directly, to get a letter of 
official policy from the Texas Co. or Conoco or any other majors that 
would try to get top policy carried out down at the bottom of the heap? 

Mr. Torr. I haven't personally. The association that represents 
our industry has. 

Mr. Rooseverr. What success have you had with that approach? 

Mr. Torr. I suspect Mr. Halfpenny could answer that. 

Mr. Hatrrenny. Many of the companies in reply to letters from 
our association stated their policy was not to have any coercive prac- 
tices whatsoever in the sale of TBA items, from the top, and I think 
most of their lawyers have advised them as to the penalties and so 
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forth, and I think that in many instances is the written policy, but 
in practice it has not turned out to be the fact. 

Mr. Roosrverr. When you write, do you give specific instances / 

Mr. Hatreenny. In some cases we have. 

Mr. Roosevetr. Have you known of any action against the super- 
visor as a result é 

Mr. Haurrenny. No, but in some instances they have indicated 
they have checked it, and said they were stopping it in certain areas 
where it might be very flagrant. 

Mr. Roosrverr. Have you followed it up to see whether it was 
stopped ? 

Mr. Harrreenny. It has stopped in many instances temporarily, 
and then it will start up again. We wouldn’t be appearing at these 
hearings if the relief could ‘be obtained in any other manner, and Mr, 
Toft is a wholesaler of such guise that he will come in and testify. 
Many of the smaller ones ¢ annot take the time to do it, and we find 
their business is diminishing just as Mr. Toft has pointed out. 

Many do not have rec ‘ords to justify their position except they 
know their business has fallen off and do not have records to justify 
it over many years such as Mr. Toft does. 

Mr. Roosrverr. Spec ifically, have you any suggestions to the com- 
mittee? I think you are in agreement. You believe the companies 
do have the right to be in the business. Therefore, you would not 
be for any law or regulation which would prohibit them for being 
in the business. 

Mr. Hatrreenny. Our association has taken the position in support 
of 425. 

If the Federal Trade Commission would actively enforce the exist- 
ing law instead of being so slow and taking so many years to do it, 
there probably would not be need for new legislation, but in view 
of the fact the practices over the past 25 years with the Federal Trade 
Commission—we find that by the time they act, the patient is dead. 
I mean, people have been put out of business. So it seems apparently 
some new legislation may be necessary and we have taken the position 
in favor of 428. 

Mr. Roostvetr. But I gather Mr. Toft wouldn't necessarily agree 
with that in view of his position that the companies have a right to 
be in the business. 

Mr. Hatrrenny. Well, that is each person’s position. I think he 
wouldn't be here unless he felt that the matter was serious. 

We are calling it to the attention of Congress. We, at the moment, 
can’t tell you necessarily what is the proper procedure, but we do feel 
that there is a serious problem and that something has to be done 
about. it. 

Mr. Torr. That, as a matter of fact, is my position, Mr. Roosevelt. 
I can find no fault personally with the fact that the major oil com- 
panies are in the TBA business. I would be perfectly willing to 
compete with the source of supply they provide on a free enterprise 
system. 

Mr. Roosevevr. If you could see that it would remain a free enter- 
prise system ¢ 

Mr. Torr. Exactly. 
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Mr. Hatrrenny. And our members tell us all over the country that 
it is not a free-enterprise system. It is a captive market. We have 
no objection to anyone being in business, and the public being offered 
a commodity at the same price, the same service, and the same avail- 
ability, but we object to the fact that our products cannot compete 
whatsoever in these stations regardless of whether the individual sta- 
tion owner or operator is desirous of even using our products. They 
are nationally advertised. In fact, we feel in many instances they 
may be better products, or as good, and similar and identical in use, 
and nationally advertised. 

Yet, they cannot be put in the stations, in many ‘instances. 

Mr. Roosrverr. I think that the dilemma of the committee, very 
frankly, is that. we recognize that the top policy states that they do 
not want to stop free enterprise or free competition, but we have 
instances such as you brought to the attention of the committee, and 
others. It is not limited to this where coercion actually does exist. 

There seems to be no remedy in existing enforcement machinery 
that would prevent it, and, yet, we also know or feel that the dealers 
do benefit in specific instances from their suppliers being in the busi- 
ness in various ways, and our problem is how to enforce the law from 
a practical point of view, without going to the drastic cure of pro- 
hibiting the supplier from being in the business. That would seem 
to be the last step, I’m sure, and being the author of the bill, I think 
I can state it in those terms. 

Mr. Hatrrenny. I think that is the position of our industry, and 
it would seem that if the existing machinery of the Federal Trade 
Commission that was set up to handle some such problems would 
move faster, or apparently they are trying to do too many things and 
they wait until the matter becomes so bad that it is almost incurable 
before they take action. 

Mr. Roosrvert. Would you feel there might be a field here for a 
recommendation of State action—vigorous enforcement on the State 
level ? 

“Mr. Hatreenny. I would doubt it. I think we get into more prob- 
lems then. I think we have the existing machinery now and the 
existing law. 

If Congress or the Senate could get the Federal Trade Commission 
to really act—there is no excuse, in my opinion, for the Federal Trade 
Commission to take 10 and 12 years to decide cases, which they do. 

Mr. Roosevett. Their answer is the volume of business which comes 
forward to them, and the fact, frankly, if they acted faster they would 
probably have many times more the volume of business than they have 
now, and they require a tremendous staff. They would require a 
much larger appropriation from Congress, and I am sure if I polled 
this room right now and asked what the vote for for large appro- 
priations for any Government agency, it would be turned down by 
an overwhelming majority. Aah 

Mr. Hatrrenny. I don’t think they need additional appropriations. 
When a case is docketed or a complaint made it could be moved much 
more rapidly than it does in the Commission, in my opinion. It 
goes through too many hands and after a complaint is filed, we find 
in the automotive replacement industry some of the cases have been 
pending for 10 and 12 years. 
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Mr. Roosevett. In other words, if they would take a few outstand- 
ing cases and process them rapidly, the fact that yours might be the 
one that was picked for rapid processing would be a deterrent to the 
action. 

Mr. Hatrrenny. I think most people in America are desirous of 
keeping a free enterprise system and are worried about it, and if 
the law was clear as to the position that most people would abide by it, 
and then you would proceed against those that violate. 

Mr. Roosrverr. We have a subcommittee of the House. Small 
Business Committee, whose duty it is to look into the Federal agen- 
cies that do deal with small business, and the enforcement of the law, 
and I think you brought up something which we can very well refer 
to that subcommittee and urge that a careful study be made of that 
matter. 

I am sure the committee will undoubtedly include that as part of 
their recommendation. 

Mr. Brown. Just a quick suggestion, Mr. Toft. I want to pursue 
this letter a little bit further, Would you think there would be any 
value if you wrote to one of these major oil companies and specifically 
asked that they write you a letter wherein they might state that they 
are pushing their own brand of antifreeze but that each one of their 
dealers is specifically hereby put on notice that he is free and un- 
bridled to purchase and resell Prestone. 

Now, if you do that, and you got that letter to use as a sales tool for 
your salesmen, then if there is further coercion, would it not be a 
flagrant case of coercion / 

Mr. Torr. Well, it is worth trying. As a matter of fact, I would 
expect under present conditions for that leased station to push the 
private label. 

Mr. Brown. You are not worried about that competition / 

Mr. Torr. Not a bit. 

Mr. Brown. All you are asking is that a nationally advertised 
product with consumer acceptance such as the two you mentioned, you 
don’t want it to be frozen out of the market by lack of avail: ibility ? é 

Mr. Torr. That is right. You will find a complete recital in an 
affidavit in exhibit No. 2 which will outline the coercive practices that 
prevented Mr. Rambaugh from handling Prestone or any other brand 
of oil or any other brand of tires and belts and so on. 

Mr. Brown. The reason I make the suggestion, Mr. Toft, is that 
you realize how easy it is for a dealer at the retail level to get rid 
of a salesman by saying, “Oh, my company won't let me do that,” 
but if you had a specific letter to answer, then it would just be a matter 
of salesmanship and either getting the order or not getting the order ; 
would it not ? 

Mr. Torr. Yes. 

Mr. SHeeman. Mr. Halfpenny, just to get this in its proper per- 
spective, isn’t this problem of stocking related items in a gasoline 
station the same as everybody in business faces? I mean, let’s take a 
group of chainstores in the grocery business, or a group of inde- 
pendents. 

Let’s take baby foods. There are probably 12 nationally advertised 
baby foods sold. Yet, you go into the chainstores or independent, 
and you find they have only 1 or 2 br ands. Any salesman coming in 
representing the other 10 brands wouldn’t have a chance. 
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Isn’t that what other people in business face / 

Mr. Hatrrenny. In this instance, there is no choice: there is only 
one. Naturally, thee i is some limit as to the number of items a per- 
son might take in, but in this instance, the independent cannot sell 
just anything in there. We have had instances like Mr. Toft testified 
to, where he has had people coming in for years buying Gates belts, 
the dealer was told to take them out. That is what we object to. 

Mr. SuHeenan. On the other hand, I am looking at it from a con- 
gressional committee standpoint. We had testimony here yesterday, 
and you heard one of the major oils—I think it was Sta ndacdl Oil 
who testified that in their lease and in their contract they specific ally 
state that a man is free to buy any TBA item they can. 

Apparently, most of your complaints here, so far, are from Conoco 
and ‘Texaco. 

Mr. Torr. Only because in this case the Federal Trade Commis- 
sion that appeared in Omaha had their complaints against those two. 

Mr. SuHeenan. Would you state that this particular condition is 
general throughout the industry in all companies ? 

Mr. Torr. I wouldn't say it was general with all major oil com- 
panies, but I would say with most. 

Mr. Suerenan. Because we are in a position as a legislative commit- 
tee to act as a general rule on things that affect the whole industry. 
We cannot single out individual situations. 

Mr. Hatrrenny. I think we can safely say the ones that do not are 
‘ the exception and there are some exceptions. 

Mr. Torr. Let me point out that the independent station that owns 
his own place of business subsequently can handle anybody’s gasoline 
and oil. You will find that he carries these nationally advertised 
brands. 

Now, isn’t it odd that leased stations who handle the same brand 
of gasoline and oil do not carry many of these nationally advertised 
brands / 

Mr. Surenan. Well, I agree with you that it is odd, but from a 
congressional standpoint, we have seen many instances and you heard 
testimony yesterday where the majors set a policy from the top and 
then the boys in the field get overanxious and might even go so far as 
to threaten a lease cancellation because he has to keep his sales up, 
and when we try to pin that down and blame the sales end of it, the 
major oil companies for those policies, why, they disclaim any re- 
sponsibilty for it and put it to the men in the field; and we are ina 
position where we don’t know just who to blame for it. 

Mr. Roosevetr. If my colleague will yield for a minute, I think the 
value of this testimony is that they have pinned down that the lease 
was canceled and not just the threat made, but the actual lease was 
canceled. Am I correct in stating that? 

Mr. Torr. That is correct. 

Mr. Newus. Mr. Halfpenny, I want to direct two questions to you. 

I suppose you are familiar with the testimony in Los Angeles of 
Mr. Morse and Mr. Duncan, who, I believe, are members of the asso- 
ciation which is affiliated with yours / 

Mr. Hatreenny. Yes. 

Mr. Neus. Mr. Kennedy, your Los Angeles representative, told 
me he had great difficulty getting people to come and testify before 
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this committee. You have referred to it yourself here, and in con- 
versations with me in Washington. 

Mr. Hautrrenny. Yes. 

Mr. Neus. I wonder whether it wouuld be possible for you to sup- 
ply—I think the committee would be interested in knowing why it 1s 
that there is such difliculty—a list of people whom you have asked to 
come and testify before this committee and the reasons for their re- 
fusal to do so. 

I have heard an awful lot of talk about reprisals, but I have never 
seen any taken and I would like to know specifically why this fear 
exists and whether it is a real fear or a false one. 

I think that is a reasonable request to make. 

Mr. Hatrrenny. It is, yes, sir. 

Mr. Newuis. Now, Mr. Toft, your statement is largely concerned 
with coercive practices ¢ 

Mr. Torr. Yes. 

Mr. Netuts. In other testimony before the committee, we have heard 
about below ec ost and net cost sales. Do you have any personal knowl- 
edge or experience involving the service or the furnishing of auto- 
motive equipment to dealers and lessees at or below cost which in 
turn might cut the wholesaler out of that type of sale / 

Mr. Torr. There is much equipment sold on the basis of cost, yes. 

Mr. Neuuis. Sold by whom? 

Mr. Torr. Sold by—well, it is arranged through the major oil com- 
panies. I don’t know how they arrange it, but ‘at any rate, we can’t 
sell the equipment because the lessee can buy the equipment at our 
cost through his major oil company. 

Mr. Neus. Have you actually had that experience in your com- 
pany ¢ 

Mr. Torr. Yes. 

Mr. Nexis. Can you give some indication now as to what items are 
involved and where this might have occurred ¢ 

Mr. Torr. Yes. Such items as lubricating equipment, air com- 
pressors, quick charges, welders—any kind of equipment normally 
used in - service station. 

Mr. Nexus. Do you buy these items of equipment, or are they regu- 
lar ps rts of your line? 

Mr. Torr. Yes, we stock them. 

Mr. Nexus. You stock them, and are they competitive in price and 
similar in nature to the items being fur nished ? 

Mr. Torr. In many cases it is the same equipment as we handle. 

Mr. Nexus. What information, if any, do you have from lessees or 
dealers as to what prices they are paying for such equipment ? 

Mr. Torr. Our information from them is that the price they quote 
us In our cost. 

Mr. Netris. Can you give us a specific example of that ? 

Mr. Torr. I haven’t any such examples with me, but I can get quite 
a few for you, if you wish. 

Mr. Netuis. I would like you to do that so that the committee will 
have it in its record. 

(The matter referred to will be found in files of the subcommittee. ) 


92285—57—pt. 4—12 
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Mr. Neus. Mr. Halfpenny, I think you are familiar with the 
testimony of Judge Gwynn, the Chairman of the Federal Trade 
Commission, who told this committee that there were some 264 com- 
plaints filed in connection with alleged coercive practices. 

When you make a complaint to the Federal Trade Commission, 
do you appear in person? Do you file a letter, or do you induce the 
filing of the complaint ? 

How do you function in that regard ? 

Mr. Hatrrenny. You do not appear in person: You file a written 
letter or a complaint, and ordinarily it is acknowledged that the Fed- 
eral Trade Commission will—the procedure as I am- advised is that 
they will field investigate that and see if there are facts merited 
and then that is returned to the Commission and a lawyer looks it 
over and he sends it to the complaint section. 

The complaint section writes up a complaint and when the com- 
plaint is written up, there is also an order prepared showing what 
they are trying to do and then that is taken to the Commission and 
the Commission approves or disapproves the filing of the complaint 
and then it is assigned to a hearing examiner who is sent into the 
field. 

Mr. Netuts. Have you ever found any actual instances where the 
small-business man, who may have been a member of your associa- 
tion, actually went out of business before the complaint came to the 
hearing stage ? 

Mr. Haurrenny. Well, that is a difficult question to answer, but 
for many years they have been complaining of this coercive practice 
of the major oils and it is only recently, after many years of com- 
plaining, that a complaint has been issued and it has been true in 
other fields. 

Mr. Roosrvettr. Well, I want to thank you very much on behalf of 
the committee. I believe, Mr. Halfpenny, you have another state- 
ment. 

Mr. Haurrenny. Yes; and on behalf of Mr. Toft, if we can with- 
draw the exhibits which are originals, and submit photostat copies 
of these exhibits that are attached to the sworn statement, I will 
submit them to your counsel in Washington. 

Mr. Roosrveir. We will be happy to have you do so. 

Mr. Haureenny. I have a statement that I would like to insert 
in the record from Mr. Henry Trauscht who is the general manager 
and secretary of Evanston Auto Co., who was here yesterday but, 
unfortunately, couldn’t be here today. His company is not as large. 
It does business of approximat tely $900,000 per year, but it sets forth 
the same problems, and there are some exhibits attached that are in 
your file. 

Mr. Roosrvett. Is it a sworn statement ? 

Mr. Hatrrenny. It is a sworn statement; yes. 

Mr. Nexus. I have examined the statement and I feel it is per- 
tinent. 

Mr. Roosevett. The committee will include it in the record. 

Mr. Hatrreny. Thank you. We appreciate the privilege of ap- 
Rene 

The exhibits furnished for the record by Mr. Victor L. Toft (repro- 
oe ed above) were transmitted to Continental Oil Co. for comment. 
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A letter was received in response thereto and is set forth, by direction 
of the chairman, as follows :) 


CONTINENTAL Ort Co., 
Houston, Tewxv., June 10, 1957. 
fr. JosepH L. NELLIS, 
Room B-105, House Office Building, 
Washington, D. C. 

Dear Mr. Nevtirs: Thank you very much for your letter of June 5, with which 
you enclosed material referred to in Mr. Toft’s testimony. While we had some 
idea what the Rumbaugh affidavit said, we had not, of course, seen it until now. 
Unfortunately, in Mr. Rumbaugh’s case there were numerous points of friction, 
and he proved to be a lessee with whom we were unable to get along, and finally, 
by mutual agreement, we called it a day. No doubt, some of the blame belongs 
on both sides. 

We are in the process of investigating this situation, as well as the others men- 
tioned in Mr. Toft’s testimony, and we may wish to submit some further evidence 
concerning these matters. My chief concern at the moment is the fact that Mr. 
Toft said, in substance, that the leases in 2 or 3 instances were canceled because 
of TBA coercion. In this connection, Mr. Roosevelt made a comment which 
indicated that he felt such was the case. I am personally satisfied that such a 
conclusion is not warranted in any of the situations. I think I can safely say 
that we have never in any instance canceled a lease because of differences over 
TBA practices. In nearly every instance if we have trouble at all with the lessee 
it involves several and sometimes many problems. 

I returned Thursday night from Lincoln, Nebr., where Mr. Harry J. Kennedy, 
who heads our marketing department, and I had a discussion of TBA problems 
generally with Mr. Victor L. Toft, of the Sidles Co. I think that our discussion 
with Mr. Toft will prove to be beneficial to us, and I am confident that we each 
have a better understanding of problems involved. Actually, we came back with 
several suggestions, and have plans which we believe will improve the adminis- 
tration of our policies at all levels. We can thank your committee, really, for 
bringing about our meeting with Mr. Toft, as well as the anticipated benefits to 
his company and ours. We found him to be altogether fair and very reasonable, 
and we hope that he has a similar impression of us. 

[am returning the material identified as pages 2128 to 2194, inclusive, of your 

iginal transcript. 

Yours very truly, 
H. S. SKINNER. 


STATEMENT OF HENRY TRAUSCHT, EVANSTON, ILL. 


My name is Henry Trauscht. I am general manager and secre- 
tary of Evanston Auto Co., 2015 Dempster Street, Evanston, Il. 
We operate three branches as follows: Highland Park Auto Parts, 
Highland Park, Il., and Lake County Auto Parts at Waukegan and 
Libertyville, Il. 

My appearance here today is the fourth before congressional com- 
mittes of this nature. I submitted a statement to the Subcommittee 
on the Judiciary of the United States Senate and testified at a num- 
ber of Federal Trade Commission hearings. 

I have had quite a few conferences with attorneys and members of 
the Federal Trade Commission, and on one occasion with an Assistant 
Attorney General, all relative to the enforcement of our fair-trade 
laws. I feel a little bit like a veteran campaigner who has accom- 
plished nothing. The business in which I am engaged is the whole- 
saling of automotive parts, equipment, and supplies. I have been 
actively engaged in this business since 1923. 

Our customers comprise gasoline service stations, car dealers, fleet 
operators, paint and body shops, and industrial accounts. Our busi- 
ness is approximately 99 percent wholesale. We have 23 employees, 
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4 of whom are outside salesmen soliciting business from the aforemen- 
tioned categories of accounts. 

Prior to the advent of our business, the only source of supply for 
automotive parts was from the automobile manufacturers through 
their dealer organizations. 

Therefore, the pioneers in the business in which I am engaged were 
responsible for the creation of competition in the field of commodities 
which are essential for the maintenance and operation of automotive 
vehicles. As the demand for automotive parts, equipment, supplies, 
chemicals, batteries, et cetera, increased, the major oi] companies be- 
‘ame actively engaged in the competition for this lucrative market. 

Some, like Standard Oil Co., established the Atlas division for the 
sale of TBA products, while others entered into agreements with the 
major rubber companies for the sale of TBA items to their leased serv- 
ice stations. The agreements between the petroleum companies and 
rubber companies, that is, products to be handled and the rate of com- 
mission, has been aired on several occasions in Federal Trade Commis- 
sion hearings, and before this committee as well. 

In many instances the rubber companies sell the same products as 
we sell. Generally speaking, their prices parallel ours. They market 
only what can be classified as fast moving or volume merchandise, such 
as spark plugs, oil-filter elements, fan belts, batteries, antifreeze, chem- 
icals, et cetera. 

The lines of merchandise we sell cover a considerably broader 
latitude than these, and at the present time the rubber companies do 
not appear interested in commodities which entail long and varied 
inventories. The folks in our business are usually made up of local 
people; our employees are, perhaps, on a closer and friendlier basis 
with the trade than the employees of the oil and rubber industry. Our 
industry is represented by tens of thousands of small-business men 
located in towns with popul: itions of 1,000 and up. 

We carry adequate inventories of most of the merchandise required 
by the service station operators, not confining our inventories and 
sales to the fast-moving items only. 

The aforementioned, along with our geographic advantages, enables 
us to render much better service than the rubber and oi] company com- 
petition. Service, price, and quality are the important factors in sell- 
ing merchandise in our business. In all three we are equal, and gen- 
erally excel our competition: therefore, on the basis of a free and 
untrammeled market, we would unquestionably capture the greater 
share of the business. 

Coercive selling has become so widespread in the United States that 
many people in the service station business do not understand or believe 
that we have laws prohibiting it. 

The field supervisory personnel employed by the petroleum indus- 
try are well schooled in the methods to use in conveying to the service- 
station operators that they are expected to support the TBA programs 
of the rubber company affiliate, which means that the purchase of tires, 
batteries, antifreeze, fan belts, chemicals and accessories are to be 
made from the rubber company, or their designated wholesaler. The 
suggestion that a noncooperative lessee either loses his lease or does 
not have it renewed is as powerful an incentive as if the law allowed 
clauses to that effect. 
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I am a member of the executive committee of the antimonopoly 
committee of the automotive service industry, hence am well ac- 
quainted with the problems attendant to obtaining evidence and get- 
ting people to testify, or present statements at the hearings conducted 
by you gentlemen of C ongress. 

Would like to take this opportunity to apologize for the spineless 
men who make up our industry. These characters, whose forgiveness 
I beg of. you, are as thoroughly acquainted-with.what is going on, as 
anybody, but, they have muzzled themselves with the bogeyman of 
recriminations from the major oil companies. A reluctance on the 
part of a small service-station operator, to publicly present evidence, 
is understandable, but refusals from businessmen who owe all of their 
wealth and success to this industry is shameful and a disgrace to their 
manhood and Americanism. 

With your permission, I wish to place into the record, 125 surveys 
conducted by our salesmen and store managers. This survey covers 
only a percentage of the service stations in our trading area; however, 
it represents a cross section of the industry and illustrates, to a degree, 
what is going on. 

There are cases when the petroleum company representative dis- 
cards*the use of innuendoes, as reported on one of these surveys. In 
this case, the Sinclair representative told the service-station operator 
to “get rid of the Quaker State oil,” because it was made by Standard. 
Poor fellow apparently did not know that his knowledge was in- 
correct. 

The practice of coercive selling in our industry is very real. If, at 
the conclusion of these hearings, there is any question in your minds 
about this fact, please, I beg of you, use your investigative powers and 
search into the recent history of the permanent type antifreeze and 
underbody-coating business. A revelation of the coercive selling prac- 
tices of the petroleum industry and car manufacturers in connection 
with marketing these two commodities, might very well shock your 
sense of free enterprise. 

At this very moment the United States is spending billions of 
dollars in an effort to sell our way of life to the peoples in the four 
corners of the world. Simultaneously a very large number of our 
small-business men, operators of gasoline service stations, are subject 
to the economic tyranny of the giants of the petroleum industry. 

In conclusion wish to state my opinion that “coercion for profit” is 
no different than “highway robbery for profit,” also the giants of 
industry could very well examine their conscience to see if it would 
not be advisable for them by their example to teach some of the 
crooks in the labor movement how to be decent and honest. 

Thank you for your time and attention. 

(The surveys referred to above will be found in the files of the 
subcommittee: ) 

Mr. Roosrverr. The following statement by Mr. Phelps will be in- 
serted in the record at this point. 

(The statement is as follows:) 

My name is Robert E. Phelps and I am the president and general-manager 
of Phelps-Roberts Corp., an independent automotive parts and equipment whole- 
sale establishment in Washington, D. C. 

I am very happy to have the privilege of testifying before this committee as 
I feel that our industry, which is composed of about ten or twelve thousand 
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Small businesses, such as mine, is faced with a very serious problem, of unfair 
competition by large integrated suppliers who can and do influence the market 
illegally. 

In the interest of preserving this committee’s time, I would like to get right 
to the heart of the matter and give instances of what I consider illegal and 
coercive practices. 

1. A Buick dealer in this area (Otho Williams Co.) was quoted by my firm, 
on equipment for his new dealership being constructed. We quoted on a number 
of lifts, lube equipment, air compressors, etc. In our preliminary work, we 
spent much time in planning and submitting detailed drawings of what he needed, 
where it should be installed, and how it should be insfalled. We also were 
interested in procuring his oil and parts business. An oil company (American 
Oil Co.) supplied some of the equipment free, made some gratis installations, sold 
the rest of the equipment at cost, in return for the oil business. We were taken 
out of competition as the figure quoted on the job was below our cost and also 
below the cost to the oil company. 

2. In another instance, involving an independent repair shop, we sold and 
delivered to the site for installation (W. 8S. Pratt Co). On the day of the delivery 
an oil company (Texas Oil Co.) called us and informed us that we could either 
pick up the equipment which we had delivered and billed, or we could bill it to 
them at our cost and leave it there. Mr. Pratt later explained that they had 
agreed to supply the lift at cost and install it for him, in return for the oil 
business. 

8. Still another case was one of a car dealer (Mayflower Motor Co.) where we 
were enjoying his oil business. We lost this account because an oil company 
(Shell Oil Co.) agreed to install much equipment (2 lifts, lube equipment, etc.) 
at a figure that was below cost, and in addition paint the dealer's building for 
him. All this of course for the oil business. 

4. Another case involved an oil station. We were successful in selling him our 
line of fan belts. We made an appointment to change over his stock to our 
numbers and from that point on supply him his needs. A few days later when 
we sent a man over to effect the changeover to this station (Grove Sunoco Sta- 
tion), the operator told us the whole deal was off. He said that the Sun manager 
had told him if he was happy with the station and wanted cooperation from Sun 
in building maintenance, painting, etc., he had better not make the change. 

I could go on and cite case after case where this has happened, but to avoid 
repetition, I will merely list a few accounts where this has occurred: 


Southeast Nash Kenyon Peck (Chevrolet) 
Norman Ford Chandler Motor Co. (Mercury ) 
Rock Creek Ginger Ale Co. Yellow Cab Co. 

Kerby Sales & Service (DeSoto) Handley Ford 


There are of course many, many more, but these will tend to outline the situ- 
ation. 

I was very interested to see that some of the major oil company executives in 
appearing before this committee, referred to their TBA contracts with their 
stations, as a rather harmless instrument and one that worked no hardship on 
the station. 

I would like to submit a sample of such a contract with this statement (marked 
“Exhibit A’), and request that the committee examine it. I would especially 
like to call to the committee’s attention some of the fine print on this contract. 
It states that the buyer may not even know what brand of merchandise might 
be shipped him, for if the supplier makes a change in lines the buyer is obligated 
to take whatever brand the supplier might ship, to the extent he has contracted 
to buy on the face of the contract. It also states that there can be price differ- 
entials, and does not guarantee any prices or even to keep the station competitive 
in his market. Now in my opinion, having been in business for a number of years, 
I would say that anyone who would enter into such an agreement is certainly 
working against his own best interests. 
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I have always been taught that in a contract there must be a consideration. 
1 would like anyone to tell me what the consideration is in this contract I have 
submitted or any such other type of contract that is forced on the station opera- 
tor. I believe I know actually, what the consideration is, although it is a hidden 
one. It is this. Regardless of the dates on these contracts, it seems to be the 
practice, that they be executed just a short time prior to the time the lease is 
negotiated, usually a week. The consideration is not real but implied. It is 
that if the operator wants the station, and if he wants a nice peaceful lease 
negotiation, he’d better sign this TBA contract. 

I can imagine a question that might be put to me regarding this testimony. 
It is, Why hasn’t the Federal Trade Commission done something to relieve this 
situation? 

I can’t answer this with anything but my opinion, but I am forced to state that 
in the automotive aftermarket industry, practically all Federal Trade Commis- 
sion activities are aimed at small independent businesses while at the same time 
they wink at the same competitive practices and even flagrant monopolistic prac- 
tices of the large integrated supplier. I can cite many examples of this, by the 
complaints issued by FTC against the very smallest concerns in each segment of 
our industry while the larger or the controlling factors in the business more or 
less openly violate the law, and even cease and desist orders of the FTC against 
them. 

In conclusion, I would like to thank this committee for the opportunity to be 
heard. I would like to suggest that if something is not done to give relief to 
the small independent business in the automotive field, and if the FTC is not 
encouraged in some way to enforce the laws against the larger monopolistic type 
of enterprise, that we face the same bleak outlook that confronted the inde- 
pendent car manufacturer some years ago. 

Here’s what has happened there: 


Car production figures (Ward's) 





















General | | Independ- | Independ- 
Year | Motors | Fotd Chrysler | Big 3 | ents ent manu- 

| | | faeturers 
——_—— ait atte | — — —— _ —— 

| Percent Percent Percent Percent Percent Percent 
1946 sient 34.6 | 20.5 20.1 | 75.2 | 24.8 7 
1948__ 37. | 19 18 \ | 74 «| 26 7 
1950... 45.5 | 24.3 | 17.6 | 87.4 12.6 7 
1952 42.7 | 22 21.9 | 86.8 13.2 7 
1953__. 45. 6 | 25.2 20.3 91.1 | 8.9 7 
1954 52.2 30.6 | 13.1 | 95.9 | 5.1 7 
1955 ‘ 50.2 28.2 | 17.2 95.6 | 4.4 5 
1956 52.8 28.8 | 15 96. 6 3.4 | 2 
Ist 4 months 1957 46.4 30.2 20.7 | 97.3 | 2.7 2 
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The independent parts manufacturer and the thousands of independent parts 
wholesalers and distributors will be next. They can produce goods in volume 
and on a competitive basis, only so long as they are permitted to distribute them 
on a competitive basis—in fair competition—to preserve this volume. 

Thank you. 

Rospert E. PHELPS. 
UNITED STATES OF AMERICA, 
District of Columbia, ss: 

Subscribed to and sworn to by Robert Phelps, before me, a notary puble in and 

for the District of Columbia this 29th day of May 1957. 


TRUMAN Warp, Notary Public. 
My commission expires January 14, 1961. 
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Mr. Roosrveit. The committee will now hear from a group of 
retailers, Mr. Victor Postillion, of the Gasoline Retailers Association 
of Metropolitan Chicago, and also a group of retailers from South 
Bend, Ind. 

If all of you gentlemen will come forward, we can assemble enough 
chairs for you. I am going to ask you to give the reporter your 
names as we go around the table, starting with this side here, and 
then the procedure that we like to go through is to have one of you 
act as spokesman. 

Mr. Postillion, do you want to be the sidincieien for your group? 

Mr. Postitiion. Yes, but not for the South Bend group. I believe 
they have chosen their spokesman. 

Mr. Roosrvett. Yes, I have his name. I believe it is Bajdek. 

Mr. Baspex. Yes. 

Mr. Roosevetr. Mr. Bajdek, we will put our questions to you. 
However, if any of your group want to add any comment, if you will 
just so indicate, the Chair will be happy to have them do so. 

Is the group from the Twin Cities here? Not quite? Very well. 

Now, gentlemen, if you individually identify yourself and your 
address for the record, and also the company for which you are a 
dealer, the committee will appreciate it. 

Start here, if you will, please. 

Mr. Birpsrye. My name is Jess Birdseye. I am the executive sec- 
retary and general manager of the Northwest Retail Gasoline and 
Service Association, with offices in St. Paul, Minn. 

Mr. Roosrvert. Thank you, Mr. Birdseye. Next? 

Mr. Sortzerc. My name is Robert Soelberg. I operate a service 
station at Diena, Minn. 

Mr. Frrzenpercer. George Fitzenberger. I operate a Standard Oil 
station at 7801 Portland Avenue, Bloomington, Ill. 

Mr. Janxowskt. My name is Robert Jankowski. I operate a Sun 
Oil station at 4215 South Mic thigan Street, South Bend, and I am 
president of the Gasoline & Petroleum Operators Association of 
South Bend. 

Mr. Dotce. My name is Rocco Dolce. I operate a Sun station in 
Mishawaka, Ind. 

Mr. Voraw. Eber Votaw, 2718 South Michigan Street, South Bend, 
Sun Oil Co. 

Mr. Hutirneer. Ed Hullinger. I operate a Phillips station at 
3818 Western Avenue, South Bend. 

Mr. Postinii0oN. Victor V. Postillion. I am president and execu- 
tive director of the Gasoline Retailers Association of Metropolitan 
Chicago. 

Mr. Spasosevicu. Louis Spasojevich. I operate a Phillips service 
station at 3001 Harlem Avenue, Chicago. 

Mr. Swrrzer. Donald K. Switzer. I operate a Shell station at 8102 
South Kedzie. 

Mr. Hanson. Kenneth L. Hanson. I operate a Texaco service sta- 
tion at 425 Devon Avenue, Park Ridge, Ill. 

Mr. Gresser. Norbert A. Gresser. I operate a Conoco station at 
6544 Portland Avenue, Minneapolis, Minn. 

Mr. Knicut. My name is Donald Knight. I operate a DX service 
station at 2525 West 7th Street, St. Paul, Minn. 
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Mr. Baspux. My name is Mike Bajdek. I operate a Socony Mobil 
service station at South Bend, Ind. I am vice president of the Coop- 
erative Petroleum Operators Association. 

Mr. Parez. Claude Paree. I operate a Marathon station in South 
Bend, Ind. 

Mr. Hostinsxt. My name is A. F. Hosinski. I operate an Ohio Oil 
station in South Bend. I am secretary of the association in South 
Bend. 

Mr. Roosrvert. I think, in order that we may follow proper pro- 
cedure, I will swear all of you in at the same time. 

Will you please raise your right hands? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Birpseyre. I do. 

Mr. Soriperc. I do. 

Mr. Frrzenpercer. I do. 

Mr. Jankowski. I do. 

Mr. Dorcer. I do. 

Mr. Voraw. I do. 

Mr. Huuiincer. I do. 

Mr. Spasovgvicu. I do. 

Mr. Swrrzer. I do. 

Mr. Hanson. I do. 

Mr. Gresser. I do. 

Mr. Kwicur. I do. 

Mr. Basprk. I do. 

Mr. Paren. I do. 

Mr. Hosrnskt. I do. 

Mr. Posritti0N. I do. 

Mr. Roosrvecr. I think it would be better if the spokesmen for each 
group would now put on the record the statement that you want to 
make on behalf of your group, and suppose we start with the South 
Bend group first, then Mr. Postillion’s group, and, third, the Twin 
Cities group. 

Mr. Bajdek, do you want to proceed ? 


TESTIMONY OF MICHAEL BAJDEK 


Mr. Bavvek. I haven’t a prepared statement. As a matter of fact, 
I didn’t expect to be called on to speak for the group, but I will try 
to explain to you just the situation that we have to contend with in 
South Bend. 

It seems like every 3 months we have a gas war, and it seems like 
the dealers are the ones who finance the gas war. 

Now, just yesterday afternoon I received a call from my salesman 
telling me the gas war was over; to go back up to a certain price to be 
effective as of midnight last night. 

Now, during this time I purchased a tank of gasoline and paid 29.9 
cents a gallon, and the price the next day, they tell me, is down to 27.9. 
Maybe the next tank I buy will be 25.9 and the retail | price will go down 
to 23.9, so Lam operating on a 2-cent-a-gallon margin. 

Of that 2 cents, the majority of the dealers have to pay a cent and 
a half rent, so that leaves them a half cent to operate with, and this 
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seems to be going on forever in the South Bend area because, up until 
the last 6 months, we haven’t had any representation of any kind for 
the dealers. 

But, since last September, we have organized the Cooperative 
Petroleum Operators Association of South Bend, Ind., to try to cure 
this situation. 

Well, after the last gas war, we had our margin set, so the company 
started operating the stations themselves as company-operated sta- 
tions, putting in ‘their own operators, setting their own prices, and, in 
many cases, they were selling for less than we were posting our 
prices. 

One of our members selling down the street, selling the same prod- 
uct, with the same name, would be forced to reduce his price to meet 
the company price in order to be competitive. 

That isn’t bad enough. In a majority, or in practically every one 
of the company operated stations, they will put in trading stamps, 
forcing the other dealers to go along and put in stamps, either the 
same kind that they give out, or another type of trading stamp, but 
forcing him to give stamps. 

Last week, we invited—we sent out 40 invitations to all of the 
major oil companies and independent oil companies in our area asking 
them to send one of their representatives to a meeting where we could 
talk this thing over between ourselves across the table to see if we could 
find some solution for it. 

It so happened that two men showed up representing the major oil 
companies and none from the independents. 

We had given them 2 weeks’ notice by mail, telling them of this 
meeting that we intended to hold at this time and place, but only 2 
showed up to find out just what the meeting was to be about. 

Mr. Nexus. What two! 

Mr. Baspexk. Sinclair had two representatives and Gulf Oil had one. 
Those were the only companies represented. I can furnish a copy of 
the invitation providing that you need it. 

Mr. Roosrvery. Yes, the committee would like to have it as an 
exhibit. 

Mr. Baspex. I will be glad to furnish it. 

(The matter referred to is as follows :) 

COOPERATIVE PETROLEUM OPERATORS ASSOCIATION, 
South Bend, Ind., April 12, 1957. 

DEAR Str: As you are undoubtedly aware, the Cooperative Petroleum Operators 
Association, has been organized and operating for several months now and 
represents the majority of the independent service station operators of St. 
Joseph County. This association was formed in order to promote, at one and 
the same time the mutual interests of the operators and the supplying oil com- 
panies. Its primary motive, as you can understand, is to protect and enrich the 
interests of the man operating the stations selling your and similar products. 

In an effort to further the mutual interests of our members and your company 
and further in order to allow the oil companies to demonstrate actively their 
voiced interest in their own and our welfare, we have arranged a meeting between 
the board of directors of this association and representatives of all supplying oil 
companion servicing this area. This meeting is set for 7:30 p. m. on Thursday, 
April 25, 1957, in the Gold Room of the Oliver Hotel, South Bend, Ind. 

We request your attendance because matters of utmost importance will be 
presented that will affect our and your local operations. 

You are cordially invited to attend and to bring with you any such other 
representatives of your company as you may desire. 

Sincerely, 
President. 


Rospert JANKOWSKI, 
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COOPERATIVE PETROLEUM OPERATORS ASSOCIATION, INC., 
South Bend., Ind., April 30, 1957. 

Dear Str: On behalf of the Cooperative Petroleum Operators Association, 
Inc., I wish to express regret that you did not see fit to attend the joint meet- 
ing of the association and representatives of oil Companies serving St. Joseph 
County ; you were invited to attend this meeting in the Gold oom of the Oliver 
Hotel for the specific purpose of furthering the interests of your company by 
amicably discussing the problems of the members of this association. as they 
relate to your company. 

As you undoubtedly already know, only two of the major oil companies were 
represented at that meeting. This association determined therefore that any 
further efforts toward amicable discussion and negotiations with you would be 
wasted and we have determined to proceed with strengthening our organization 
jin any manner possible for the purpose of obtaining by the strength of our 
organization and other means those things which you have denied us in the 
past. 

You will be interested to know that at our next meeting we will discuss, with 
representatives of the Gary Association and the union with which that association 
is integrated, the institution of a similar program of organization and unioniza- 
tion for our members. For the record, we regret the message this carries 
relative to the character of the relation between the oil companies and their 
dealers. 

Sincerely, 
Rosert JANKOWSKI, President. 

Mr. Roosrvetr. Mr. Bajek, let me ask you a few questions and then 
if any of the others want to add anything, we will be glad to hear from 
them. 

First, is it your contention that the company-operated station is the 
one that puts in the stamps and starts the decrease in price? 

Mr. Basprex. It has been that way since our association has or- 
ganized. 

Mr. Roosrveit. Can you give us specific instances of that naming 
the location of the station and the company ? 

Mr. Baspex. Yes. At one location, the company couldn’t hire an 
operator for it so they put in their own man. It is Standard Oil on 
Portage Avenue in South Bend. Everybody else down the street was 
holding the price and they cut that price six-tenths of a cent and 
put in S. & H. green stamps. That is one. 

Now, on Western Avenue and Taylor Street, I believe it is, the same 
incident. The operator went broke. The company took over, cut the 
price of gas and put in 8S. & H. green stamps. 

Then, North Mic higan Street at Madison, a Standard Oil station, 
same deal. 

The Ohio Oil Co. on the corner of Kentucky and Western Avenue, 
same situation. They cut the price six-tenths of a cent and gave 
stamps. 

The Ohio Oil Co. on Michigan and Fox Streets in South Bend. 

Gulf Oil on the corner of Kentucky and Western, the same situ- 
ation. 

We have another problem there. Since the oil companies can’t hire 
operators, they are starting to put the gas under the ground and 
paying the man a commission for selling th: at gasoline, but that man 
has no control over the prices on the pumps. 

The companies dictate to him what price he can sell that product. at, 
and they pay him so much per gallon for each gallon of gasoline that 
he sells. 
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Of course, if they want trading stamps, most generally they will get 
them in because 90 percent are forcing the boys to handle them whether 
they want to or not. 

Mr. Roosrvetr. May I ask you at this point, it was testified before 
this committee yesterday that most. price wars are a combination of, 
sometimes, companies doing what you have described, and other times 
the independents starting the price war. 

In your experience, how many of the independents have started the 
price wars in your area? 

Mr. Baspex. Well, it seems like they are always to blame. If you 

talk to any of the major companies, they will say the independents ‘did 
it. If you talk to the independents, they say the majors did it, but if 
you trace this down to the end of the line, you will find that that 
major was supplying that independent to begin with. 

Mr. Rooseverr. Now we would be very interested in having you 
trace it down to the end of the line. 

How can you prove that? 

Mr. Janxowskti. Mr. Chairman, I understand that Phillips Pe- 
troleum is supplying Robert Hudson with his gas in his independent 
station, at Roseland near the Michigan line. 

Mr. Roosrvetr. The complaint is that not all of the majors are doing 
it but some of the majors are doing it, and that sometimes might be 
the kickoff or the way it gets started. 

Mr. Baspex. You mean how gas wars start ? 

Mr. Rooseverr. Yes. 

Mr. Basprex. That is true. 

Mr. Brown. Is there a non-national brand station near your Socony 
Station ? 

Mr. Baspex. Non-national ? 

Mr. Brown. Yes? 

Mr. Baspek. Yes, Vortex. 

Mr. Brown. How long has it been there ? 

Mr. Baspex. Four or five years. 

Mr. Brown. During that 4- or 5-year period—well, when it started, 
what was the approximate difference in their retail price on regular 
and your retail price on regular do you remember ¢ 

Mr. Baspex. At that time? I believe about a 2-cent spread. 

Mr. Brown. Now, has that spread varied at different periods during 
the 5 years? 

Mr. Baspex. Yes. 

Mr. Brown. What is the most it has ever been ? 

Mr. Baspek. It has been as high as 10 cents. 

Mr. Brown. For how long a period ? 

Mr. Baspex. Not between Vortex and myself, but between one of 
the other cut-rates in Roseland and myself. 

Mr. Brown. I am talking about the one that is nearest you. 

Mr. Baspex. Nearest me? Well, I don’t believe there was ever a 
10-cent spread between 2 of us because they seem to come in at the tail 
end of all of these wars, but I know for a fact it has been as high as 
8 cents, and a 6-cent difference between them and myself. 

Mr. Brown. I know this might be difficult, but let’s try to visualize 
a period in South Bend when there wasn’t a price war going on. 

Mr. Roosrvetr. Incidentally, is there a price war going on now? 

Mr. Baspex. There was until yesterday. 
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Mr. Roosrveir. Until yesterday ? 

Mr. Baspex. Until yesterday. Yesterday afternoon when the com- 
panies found out we were coming here, evidently they decided to settle 
it so my salesman called me yesterday afternoon and said effective 
as of midnight the gas war is over: “you go to such and such a price.” 

Mr. Roosevenr. Who said that ? 

Mr. Basprx. The salesman of my company. 

Mr. Roosreveir. Who? 

Mr. Baspex. Robert Ziess. 

Mr. Nexus. Did all of you receive similar information? State who 

called you and the name of the company. 

Mr. Jankowski. Terry Klinger, Sun Oil Co. 

Mr. Nexus. He called you yesterday ¢ é 

Mr. Jankowski. About 4:30. 

Mr. Neuuis. What did he say / 

Mr. Jankowski. He said, “Go to 31.9 and 34.9.” 

Mr. Nexus. Effective— 

Mr. Jankowski. Effective midnight last night. 

Mr. Neuuis. All right. Next? 

Mr. Douce. Terry “Klinger, Sun Oil. He said 31.9. That was on 
our No. 200. He didn’t give me a price on our other, our Super. 

Mr. Voraw. Same thing, Terry Klinger. He called me yesterday 
afternoon about 4 o’clock and says as of midnight last night the price 
would go to 31.9 and 36.9. And I think it would be interesting to 
know what he told Mr. Jankowski. Bob asked him the tank-wagon 
price and he said, “I don’t know.” Well, how can we establish a price 
when we don’t know our tank-wagon price / 

Mr. Neviis. That is what 1 was going to ask you. Did he say to 
post 31.9 4 

Mr. Voraw. I asked him specifically what the price would be and he 
said 31.9 and 36.9. 

Mr. Neuuis. Any other South Bend dealer ? 

Mr. Parre. Our salesman called me and I can’t give you his name 
because he is a brand new fellow, but his first name is Earnie, and he 
did not give me a price. All he said, “The gas war is over. Take the 
signs down immediately,” but he did not give me a price. 

Mr. Roosrveir. He told you to take the signs down that they had 
previously given you / 

Mr. Nevis. And told you the gas war is over 

Mr. Paree. That is right, but he did not set a pr ice. 

Mr. Neuuts. I think it is quite clear as to how gas wars end in South 
Bend. 

Mr. Parre. Could I say something about what I think starts the 
gas wars in our particular area? 

Mr. Roosevetr. Yes. 

Mr. Parer. There is a little suburb that is actually about a mile 
from our town and they always start there. It is the little town of 
Roseland. We have a condition there. We for years have been sev- 
eral cents under Michigan because Michigan has a little higher State 
tax than we have. The people in southern Michigan, right in that 
area, the majority of them work in the South Bend area, and, subse- 
quently, they come back and forth—they commute. This means a 
large volume of traffic on-this particular road. 
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All of the oil companies have, I think, tried to see how many sta- 
tions they could build along this short stretch of road, and there are 
like stations across ‘the street from each other and next door to each 
other—the same company, the same brand. 

It is pretty obvious why they were put there because there are not 
enough people that live in that area to take care of that many stations, 
that is, having what is considered a station’s normal business plus the 
normal tourist and average traffic that you have. 

So it is pretty obvious that they were put there strictly to drain 
off the volume from this Michigan area. This is what creates our 
gas wars in that situation right there. 

Mr. Brown. Now, let me pursue this a little bit more. For 5 
years this independent unbranded station and you operated in com- 
petition, he selling at a lower price on his regular gasoline than you, 
is that correct ? 

Mr. Baspex. That is true. 

Mr. Brown. Now, you are not particularly worried about that 
competition ? 

Mr. Baspex. Not as long as the spread is only 2 cents or so. 

Mr. Brown. Or approximately that. 

Mr. Baspex. Two or three cents, but if they go over that and give 
stamps, then I am concerned. 

Mr. Brown. Do you feel that you sell a great deal of your gaso- 
line from the standpoint of service and credit business and so forth! 

Mr. Baspex. Well, I am in a neighborhood area where my busi- 
ness runs practically the same year after year after year. 

I do not benefit anything from gas wars because I do not increase 
my volume. In other words, if I lost 2 cents a gallon like last month 
where I had 20,000 gallons—at 2 cents a gallon it cost me $400. 

Mr. Brown. Let me take a fictitious price here. Suppose your 
regular shows 28 cents on the pump and the nonnational brand 
down the street shows 26. You are driving to work one morning and 
the nonnational brand shows 24. 

Do you automatically go to the station and start worrying about 
that additional 2-cent spread for fear you are going to lose a lot of 
business ? 

Mr. Baspex. Yes, when there is a 4-cent spread, you bet I do. 

Mr. Brown. And then you talk to your supplier about it, is that 
correct ¢ 

Mr. Baspex. Yes, that is right. I call immediately and find out 
what the story is, why that particul: ur service station has lowered 
their price, and he either can give me an answer or not, but he does 
make an endeavor to find out why the price was reduced. 

Mr. Brown. Now, if he doesn’t—I mean if you don’t get any 
action in the way of a reduced price from your supplier right away, 
have you ever reduced the price on your own a cent a gallon? 

Mr. Baspex. No, I haven’t. 

Mr. Brown. You can’t afford to? 

Mr. Baspex. No, I cannot. 

Mr. Brown. When there is a 4-cent spread for a temporary period, 
do you lose considerable gallonage ? 
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Mr. Basprx. I wouldn’t say considerable because I do a credit 
business and my people will come to me on payday and pay up. The 
rest of the time they go elsewhere, but they do come back to me. 

Mr. Brown. Then by the time your request to the home office gets 
processed, let’s say, and there are 2 or 3 conferences held at top 
level, and finally get back to you and say, “We are going to give you 
a 2-cent reduction in price,” does it happen that way ? 

Mr. Baspex. Yes. 

Mr. Brown. Then your margin is affected or not affected? 

Mr. Baspex. Always affected. 

Mr. Brown. Always affected ? 

Mr. Basvex. Right. 

Mr. Brown. Suppose that they cut your tank-wagon price 2 cents. 
You pass that 2 cents along to the consumer, which, by the way, for 
the record, the gentleman has already indicated is not essential to 
keep his business because so much of it is credit business, but now you 
pass it along, the 2 cents 

Mr. Roosrverr. If my colleague will yield, I think the record should 
show that he doesn’t cut the tank-wagon price. He simply gives a 
differential or rebate. 

Mr. Brown. Is that the way it happens? 

Mr. Baspvex. If the situation becomes prevalent throughout the 
entire locality, then they reduce the tank-wagon price. 

Mr. Roosrveir. You do not get a rebate in your area ? 

Mr. Baspex. No. 

Mr. Brown. There is a reduction in the tank-wagon price? 

Mr. Basnex. Right. 

Mr. Brown. But you still have the same margin ? 

Mr. BaspeK. No, my margin is cut. In other words, last month, 
the 28th of March, I believe is when the war started. We were oper- 
ating on a 614-cent margin. They called us and said your tank-wagon 
price will be so and so and we suggest that you sell for so and so at 
a 4i4-cent margin. So that costs me 2 cents a gallon. 

Mr. Brown. Suppose that you said, “No, I am buying this gasoline 
and IT will sell it what I want to sell it for?” 

Mr. Baspex. They wouldn't do a thing about it. 

Mr. Brown. They wouldn’t do anything about it? 

Mr. Basperk. No. 

Mr. Brown. But thev would still give you the price reduction? 

Mr. Baspex. I don’t doubt but what they would. 

Mr. Brown. Does anyone disagree ? 

Mr. Parer. I want to clear a point. As Mr. Bajdek stated, he has 
a large credit business in his neighborhood but for the rest of us, this 
particular thing doesn’t hold true. We must be pretty close to what 
our competition is doing in this price-war thing. 

If we didn’t go to the price that they have gone to in this gas war, 
our business would automatically stop. 

Mr. Brown. Right there, have you maintained your price during 
a brief period where there has been an abnormal reduction by your 
competition a 

Mr. Parer. Yes, sir, I have. 

Mr. Brown. Has your business almost stopped ? 
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Mr. Parrre. Yes. We play horseshoes out in the back, but the point 
I was making, by law they have to sell to Mr. Bajdek at the same 
price they sell to me. If I am forced to go down, and they then sel] 
to me at this low price, they must still sell to him at that price even 
though he sells it for more, is that not correct ? 

Mr. Brown. What was your approximate gallonage prior to the 
gas war? 

Mr. Parer. About 20,000 gallons. 

Mr. Brown. Then, when the price was reduced, and you were 
not able to ~_ the competition, what did your gallonage drop to? 

Mr. Parer. I dropped as low as—it has never gone for a monthly 
period so I can’t say as to a month, but if it did, it would drop to eight 
or nine thousand. 

Mr. Brown. So in your instance, price is a factor. 

Mr. Parer. Talking about that Roseland situation, I cannot under- 
stand why, if they are exactly in the same area, their tank-wagon 
price is less than ours. 

Mr. Janxowsk1. It has been up until this last war. 

Mr. Surenan. You mentioned before, if my memory is right that 
the company representative called you and told you to take down the 
old posted price and put up a new price? 

Mr. Parer. He said nothing about putting up a new price. He 
said the gas war is over; take the signs down as of midnight tonight. 
He is a new boy and prob: ably is not too hep on what he is supposed to 
say. 

Mr. Surenan. What was your previous experience / 

Mr. Paree. In the past, they have called me and said the price 
will be such and such and you will have such and such a margin. 

Mr. SuHeenan. What type of station do you operate / 

Mr. Parrr. Marathon—Ohio Oil Co. 

Mr. SuHeenan. On what basis? 

Mr. Parer. Leased, 

Mr. SHeeHan. You merely put up whatever price the company 
suggests you put up, is that right? 

Mr. Parer. I pretty well got to because they suggest the same as 
Standard Oil across the street and Shell Oil across the street so I 
must or else all of my business will be across the street. Now, I 
don’t. have to. 

Mr. Surenan. Did you ever take any independent action of your 
own? 

Mr. Parer. I could set it at 50 cents a gallon, but I certainly would 
be out of business if I did. 

Mr. Surenan. Therefore, a lot of the psychology of raising or 
lowering your price is to be competitive with the people in your 
vicinity, is that not right ? 

Mr. Parer. Yes, sir. 

Mr. Roosrverr. If my colleague will yield, your point is the other 
stations set the level at which the acc ‘epted price will be so you actually 
have no choice. 

Mr. Parer. You have a legal choice, but not a business choice. 

Mr. Surenan. Does the particular company you represent have 
company-operated stations in your vicinity ¢ 

Mr. Parer. Yes, but not right in my vicinity. 
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Mr. Surenan. Our problem, as a congressional committee, is to 
find out what is meant by vicinity. Many times there will be a demar- 
cation such as a street or river and we are trying to find out what 
is meant by vicinity. 

Mr. Roosrveittr. How close is the company-operated station? 

Mr. Parer. I don’t have an Ohio station close. There is a Standard 
that is not too far. 

Mr. SuerHan. We are talking about your own brand of gasoline. 

Mr. Parrr. There isn’t one. 

Mr. Roosrveur. Do you generally have a price leader among the 
companies in your area / ’ 

Mr. Parer. <A price leader / 

Mr. Roosevetr. Yes. 

Mr. Parer. Yes, I would say so. 

Mr. Roosrevetr. Which company ¢ 

Mr. Parer. Standard. 

Mr. Roosrvett. In other words, if Standard Oil sets it, generally 
the other companies follow. 

Mr. SHEEHAN. But you don’t want to leave the impression with this 
committee your partic ‘ular mi ijor oil company which supplies you, who 
isn’t even located close to you, is going to influence what you are going 
to do! 

Mr. Parte. Not my company. 

Mr. Hosinsx1. I operate an Ohio station. Iam at 3650 West Sander, 
and the company operates a station at, roughly, about 3100 Western 
Avenue, within a mile of me and they set a price and give stamps. 
Lhave to compete with them. 

Mr. Roosrvetr. Does anyone else care to comment? Does the same 
thing hold true for you # 

Mr. Jankowski. Yes 

Mr. Roosrvevr. Before we go on, I want to ask, as we go around 
the table here, how long have you been a lessee for the company / 

Mr. JaNKowskI. Going on 3 years now. 

Mr. Roosrver. How long have you been in business ? 

Mr. Dotce. A year and 6 months. 

Mr. Voraw. Three years. 

Mr. Baspek. 1 own my station. I have been in business 11 years. 

Mr. Parer. Three years. About a year with Ohio and 2 years with 
Standard. Maybe that is something we ought to talk about. I was 
in one of these forced deals with Standard. 

Mr. Roosevertr. What do you mean / 

Mr. Parer. The first year that I had the station with Standard, 
they were quite pleased with my operation. It had been what is termed 
in the business as a “dog.” As a matter of fact, I won first prize for 
that year for gallonage increase, but about 3 years ago, Standard Oil 
went on a big tire kick where everybody was going to buy a half 
truckload or a truckload of tires. 

My business ability has shown me there is a proper point at which 
to buy tires, and this was the point at which I was willing to buy tires, 
but not a truckload. 

Now, Standard, in their leases, automatically send you, 10 days 
before the anniversary of your lease, a letter saying that your lease 
is being terminated. They, then, in most instances do not exercise that 
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10-day option that they have, but, nonetheless, they send it to everybody 
whether they intend to renew or not. 

In my case, I got a letter and found out through other means that 
they did not intend to renew my lease. I found out who the man was 
and had a long talk with him. It was decided then, between the two 
of us, that he would wait until the last minute—let them think he was 
going to take the station over and then tell them he didn’t wish it, or 
wasn’t going to take it, putting them in a position of either renewing 
my lease or ¢ closing the place up. Even aman they don’t want is better 
than nobody. They did renew it. I went up to the office and had a 
long talk with Ken Curtis who since has been transferred, and I tried 
to reason with the man showing him why I did the things the way I 
did businesswise. He was an intelligent man and I know he could see 
the reasoning of it but wouldn’t admit to it. 

So I fr: ankly told him that if I got a chance to get to him, so to 
speak, that I was going to do it since I felt that that is what they had 
done to me and I was going to take the first good opportunity to get 
into another company which I did, and I left that station in a worse 
condition than it was when I took it over. 

(The following affidavit has been received from Kenneth E. Curtis 
and is ordered inserted in the record at this point :) 


STATE OF ILLINOIS, 
County of Cook, ss: 


AFFIDAVIT OF KENNETH E. Curtis 


I, Kenneth E. Curtis, being first duly sworn, depose and say: 

That I am merchandise manager, TBA, of Standard Oil Co., an Indiana cor- 
poration. My office is at 910 South Michigan Avenue, Chicago, Ill. From approxi- 
mately May 1954 to June 1956 I was sales manager-reseller of the South Bend 
division of Standard Oil Co. My office then was at 221 West Wayne Street, South 

send, Ind. 

I have read the testimony of Claude Paree, a former dealer of Standard Oil Co. 
in South Bend, delivered before Subcommittee No. 5 of the Small Business Com- 
mittee of the United States House of Representatives at a hearing held in Chicago, 
May 1,1957. Mr. Paree testified regarding his alleged experiences while Standard 
Oil Co. dealer and particularly with respect to a conversation with me early in 
1955 immediately prior to the expiration of his first lease term. Mr. Paree did not 
accurately report the conversation, and there are other factual errors in his 
testimony that I would like to correct. 

Mr. Paree implies that his lease was renewed solely as a result of his having 
persuaded a proposed incoming dealer not to take the station. He also implies 
that the renewal preceded his conversation with me. Neither of these statements 
is true. 

Mr. Paree’s salesman had recommended that Mr. Paree’s lease, expiring in 
February 1955, not be renewed. I discussed this recommendation with Mr. 
Paree in my office late in January or early in February. I told Mr. Paree that, 
in our opinion, he was not rendering proper service to customers and that his 
station was not kept clean. I referred to the fact that he had rejected all sug- 
gestions for improving his service and the maintenance of his equipment. Mr. 
Paree was very anxious that the station be re-leased to him and pointed to the 
fact that his gallonage had been satisfactory, which was true. He was by no 
means angry and made no threats such as those to which he testified. Follow- 
ing our conversation, I decided to renew Mr. Paree’s lease in the hopes that he 
would improve his operation. He continued as a lessee until February 27, 1956. 

On or about January 16, 1956, Mr. R. E. Lee, manager at South Bend, received 
and transmitted to me a letter from Mr. Paree stating that it was not his inten- 
tion to renew his lease at its expiration date, February 27, 1956. He stated 
that he was opening a new station for a competitor. He expressed his thanks 
for the cooperation received from the company. I attach to this affidavit an 
exact photocopy of Mr. Paree’s letter and of the envelope in which it was received. 
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The letter clearly indicates that Mr. Paree, at that time, thought well of Standard 
Oil Co. 

On January 1, 1956, Mr. Paree began the operation of an Ohio Oil Co. station 
in addition to his Standard Oil Co. station. He posted a notice on the Standard 
station telling his customers that he had moved to the new location and inviting 
them to patronize him there. During the 2-month period in which he operated 
both stations, he operated the Standard station on reduced hours and gave it 
little attention. As a result, gallonage declined from 12,390 gallons in December 
1955 to 6,098 gallons for the month of January 1956. Mr. Paree testified the he 
“left that station in a worse condition than it was when I took it over.” With 
this statement, I agree. 

KENNETH E. CuRrTISs. 

Subscribed and sworn to before me this 20th day of May 1957. 

[SEAL] THELMA L. JoHnson, Notary Public. 


My commission expires December 27, 1960. 


74 Seth Sept Avenue 
South Bend, indians 
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Mr. Roosrevetr. How long have you been in business? 

Mr. Hosinsxt. With Ohio Oil Co. 5 years. Previous to that, 5 

years with Texaco, and an independent for about 15 years. 
* Mr. Roosevetr. I think the committee has agreed that in view of the 
testimony which has just been presented to the committee, that we 
will instruct counsel to communicate with the Department of Justice 
and Federal Trade Commission. 

We are going to ask for an immediate investigation. The com- 
mittee will then use this as a test case to see exactly how long it takes 
to get action in the matter. Counsel will undertake to do that and 
follow it through to its conclusion as instructed by the committee. 

Incidentally, the chairman has asked counsel to refer to the De- 
partment of Justice the suggested retail pricing plan described in the 
testimony yesterday by the Standard Oil Co., and which would seem to 
be substantiated here, and will ask counsel to include a transcript of 
this testimony at the same time for an opinion by the Department of 
Justice as to its legality under the antitrust laws. 

Mr. Postillion, do you want to proceed at this point ? 

Mr. Postirrxt0on. Yes, I would like to. 

Mr. Roosrvetr. If the rest of the gentlemen who testified wish to 
be excused, you may be excused. I do not want to hold you, but if 
you want to stay, you are welcome to stay. I am referring now to 
the South Bend people. 

(By direction of the chairman, the following newspaper advertise- 
ment is inserted in the record at this point :) 


{From the South Bend Tribune, December 9, 1956] 


MESSAGE TO THE MoToRING PUBLIC FROM THE ASSOCIATION OF PETROLEUM OPERATORS 
or Sr, JosepH County, INC. (YOuR SERVICE STATIONS OPERATORS ) 


The oil companies supplying almost all of the gasoline to this area have raised 
the tank wagon delivery price to us, your station operators, with the expectation 
that we would absorb the additional cost, thus increasing their profit and our 
losses, 

We regret that our narrow margin of profit and ever increasing high overhead 
imakes it necessary for us to pass this raise in cost, plus our additional tax 
liability resulting from it, on to you, the consuming public. 

We feel that a full understanding of the situation with which we and you are 
faced will be possible if certain facts are made known to you; 

The margin of profit realized by us on each gallon of gasoline sold to you is 
almost exactly the same now as it was approximately 15 years ago; this despite 
the tripling of living costs and overhead in the same period. 

2. You ask why? During this period, and long before, the oil companies have 
been in a position to control the individual retailer and his selling price by 
economic pressure and because of the failure on our part to organize for our own 
protection: a right undeniable and exercised by the oil companies, businesses 
and labor. 

3. During this period of increasing costs of operation and unchanging margin 
of profit, the oil companies have been in the position to constantly and periodically 
raise the rents on stations operated by us as their tenants; the same raises have 
been applied to inventories and supplies. It becomes obvious that the increases 
in the retail price of gasoline in the last 15 years have gone directly and fully to 
the profit of the oil companies. None of the profit has remained with us. 

4. Despite this situation, the companies have, in their advertising, taken sole 
credit for the increase in personalized service rendered to you by us, at our 
expense, to the profit of their product, 

5, Asa direct result of this situation and in a spirit of self-preservation we have 
deemed it necessary to organize for our and your protection and to secure to us, 
for the first time, a fair and honest profit for our honest work. 

6. The truth of these statements is proven beyond doubt by the fact that more 
than 360 gasoline service stations across the State of Indiana have failed and 
closed in the last 10 months, a number of them in your community. 
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The losses amounted to thousands of dollars in each instance and were suffered, 
not by the oil companies, but by each individual service-station operator. 

7. In the face of this situation the oil companies engage in ever increasing 
programs of acquiring and building new service stations far and beyond any 
reasonable necessity or foresight; why?—because discriminatory tax privileges 
granted to them guarantee no financial loss by reason of their ability to offset 
any such losses against profits acquired by their method of pricing and economic 
control. Our losses find no profits to be offset against. This situation guarantees 
— things: 

. The personal service you have enjoyed from the individual operators of 
se ike stations is in jeopardy. 

b. These private enterprises, built on capital and energy of individuals from 
your community, face extinction. 

c. Vacant service stations already blot, and in ever increasing numbers will 
continue to blot and deface your community as congregation points for undesirable 
and troublesome groups and individuals, contributing to and harboring juvenile 
delinquency ; all this with the consent and approval of your civic officials. 

8. What is the answer to this question—if the present raise in prices to your 
dealers is essential to the welfare of the oil companies, why can they afford to 
Sell the same gasoline in certain localities in the same city at lower prices than 
we paid before this last price increase? 

9. The consuming public has never known that the trading stamps which 
various oil companies have from time to time encouraged the dealers to pass on 
to their customers are paid for by the dealers, not the oil companies, and serve 
to further reduce his narrow margin of profit, thus tending to reduce the person- 
alized interest and service rendered to you. 

In conclusion we ask you, the consumer, to realize and understand our 
problem and to continue to patronize your reputable service-station operators, 
with full knowledge that your cooperation will insure a continuing polite and 
personalized service from individual businessmen and that you will retain for 
your community the benefit of these small profits which will remain where they 
are made. 


Mr. Posrititi0on. My statement is a short, one, sir, and I would 
like to read it. 


TESTIMONY OF VICTOR V. POSTILLION, PRESIDENT AND EXECU- 
TIVE DIRECTOR OF THE GASOLINE RETAILERS ASSOCIATION OF 
METROPOLITAN CHICAGO 


Mr. Postitzi0oN. My name is Victor V. Postillion. I am president 
and executive director of the Gasoline Retailers Association of Met- 
ropolitan Chicago. We have our office at 8 North Ogden Avenue, 
Chicago, Ill. There are nine people employed by our association. 
Our association dates back—this is not in the st: itement, but I would 
like to include the consolidation of 27 associations in Chicago formed 
in 1931 right after the Lowa plan came into effect. 

I was a service-station operator from 1930 to 1947. Since 1947 
IT have been a full-time executive of our Gasoline Retailers Associa- 
tion, which has a membership of 2,800. I am also executive director 
of the Illinois Gasoline Dealers Association which has 3,900 members, 
including the Chicago membership. We are affiliated with the Na- 
tional Congress of Petroleum Retailers, and I am the regional vice 
president for the State of Illinois of the National Congress, and I 
wish to state here for the record that I am proud of Mr. John Ner- 
linger’s activities in our behalf, and Mr. Bill Snow, and Mr. Hawley, 
and all of the officers of the National Congress of Petroleum Retailers. 

There are four points I wish to make in my statement. The first 
concerns the high percentage of turnovers among service station 
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operators. A yardstick as to the turnover is offered by a check of 
our membership, which is made up of the better dealers in Chicago 
and those who have been in business the longest. By the way, they 
are not always the better dealers; they are just the more prosperous 
dealers. 

To-keep our membership at the approximate level of 2,800 members 
during the last 1-year period we had to sell nearly 600 new members 
to take the places of those who left the business. 

In my capacity as executive director of our association, I have 
talked to countless numbers of these men who have gone out of busi- 
ness, and from them I have found that hardship economic conditions 
and supplier pressures are the principal reasons they give for their 
inability to continue in business. 

Mr. Roosrvett. Mr. Postillion, may I ask you a question. 

In the surveys that have been given to the committee in the last 
2 days as to the reasons for the turnover, I have noticed that a num- 
ber of the reasons are not given as financial, but they are given that 
they proceeded to go to other businesses, or have used a number of 
other excuses. 

In your opinion, are some of these other categories actually due to 
the fact that the things you have desc ‘ribed here are the fundamental 
reasons and what ac tually has happened is they found another oppor- 
tunity on purpose and have moved to other businesses because of 
these reasons / 

Mr. Postitiion. If this were a business that didn’t involve eco- 
nomic pressures, short-term leases and many, many other things, I 
wouldn't have this list of 600 changeovers. We didn’t have time to 
type them, Mr. Chairman, but I will present this to the committee 
for evidence. 

Mr. Roosrvettr. Will the list include what happened to these peo- 
ple? Can you find out where they went and the reason for leaving? 

Mr. Postizi10N. I would say that 95 percent of these changeovers 
would remain in business if they would make a living. 

Mr. Roosrvett. I don’t want your opinion. I would like to know 
the facts from them, if you can ascertain them. 

Mr. Postitx10N. That is what they tell me, sir. 

Mr. Rooseverr. Well, if you have surveyed them and they have 
told you that, and if you will certify to that, why, of course, ‘that is 
proper testimony, but I think in each case it would be helpful if you 
would be able to give to the committee, if it isn’t asking too much, 
and I know it may take some time, so we don’t expect it tomorrow 
morning, but if you could ascertain where these people went to, and 
get from them at least verbally so that you can state under oath that 
they have so stated to you what the fundamental reason was that they 
sought another occupation. 

Mr. Posriuii0N. I will do all I can. I will give you many, many 

case of fellows that have gone out of business. As to some of them, 
it may be because they just wanted to go into another business, but I 
will tell you that 95 percent of them were on account of economic 
pressures. 
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(The matter referred to is as follows :) 


GASOLINE RETAILERS ASSOCIATION OF METROPOLITAN CHICAGO, 
Chicago, Ill., June 6, 1957, 
Mr. JosePpH L. NELLIs, 
Special Counsel, Select Committee on Small Business, 
House of Representatives,, Washington, D. C. 


DEAR Mr. NELLIS: I am enclosing the list which you requested and I promised 
to send to you of changeovers and dealers in the Chicago area who have recently 
gone out of the retail service business due to various pressures and bad market- 
ing tactics. 

A survey by a Government agency of the individuals listed would reveal that 
these dealers could not set their own retail prices, that their rents were exorbitant, 
that they were overloaded with TBA, and that they could not buy competitive 
TBA on the open market. 

I do not deny that some of those on the list were not the best businessmen, but 
in the vast majority of cases it was the various pressures and tactics employed 
by their major oil suppliers which resulted in their going out of business. 

It should be borne in mind that the enclosed list comes from our office records. 
In that connection I wish to point out: (@) oniy approximately 50 percent of the 
dealers in the Chicago area are members of our association; and, (0) as a rule, 
the better dealers are members of our organization. 

Therefore, I am sure a survey of the other 50 percent would show a higher 
mortality, but the same reasons. 

As I pointed out in my statement, we feel that a survey of this kind would 
be complete only if the Small Business Committee would subpena the records of 
the major oil companies in this area and have them produce the records on the 
remaining 50 percent of the stations covering the past 1 or 2 years. 

Such a survey would absolutely reveal all the various pressures engaged in by 
the various suppliers, which your committee seeks to ascertain. 

Actually, I am enclosing two lists: The short one shows the successive change- 
overs in the last few years at stations selected at random from our files; on the 
longer list appears our member station number which, once assigned, remains at 
a particular station location. 

A study of the second list with reference to the member station number will 
reveal many instances of repeated changeovers at a particular location, such as 
is shown in the shorter list. 

Trusting the enclosures will be of assistance to the committee, I am, 

Yours very truly, 
Victor V. POSTILLION, 
Er euti “¢ Di) ector, Gasoline Re tailers {ssociation of We lropolitan 
Chicago. 


STANDARD OIL (INDIANA) 


6349 West Belmont: 
February—September, 1955: Paul Giacomino 
December 1955—March 1956: Joe Carone 
June—July 1956: Rocco Benedetto 
January 1, 1957: Norm Jances 

8257 South Ashland: 
March—December 1954: Wilbur Andrichik 
March—October 1955: A. & E. Service 
January—February 1956: W.R. Mattieson 
June 1, 1956: Timothy Donnelly 

7421 West Belmont: 
January—August 1953: Thomas Melanouris 
November 1953-—January 1954 : Clarence King 
June 1954—November 1955: Carl Barfield 
December 1955—January 1956: Kenneth Harrington 
June 1, 1956—January 1, 1957 : Gussie Harris 
Now closed 

3600 Belmont : 
January—April, 1955: Augustus Fata 
May 1955—May 1956: Zack Zervich 
June 1956—January 1, 1957: Chris Rempas 
January 1, 1957: Marion Novak 
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3322 Central Avenue: 
October 1953—November 1954 : Cloice Baum 
February—November 1955: Art Balla 


ot, December 1, 1956: Ray Kromeich 
» 8734 North Central: 
July-August 1955: Leanard H. Birr 
September—November 1955 : John Kneitz 
nised February—July 1956: Mario Rotondo 
ently March 1, 1957: Leonard Wegrzyn 
rket- 956 North Cicero: 
January 1953-September 1955 : B. Engvall 
that December 1955—July 1956 : George Patterson 
itant, October 1956: Milton Taxis 
titive $601 North Cicero : 
February 1954—Mareh 1956: John Tammone 
1, but | April 1956—January 1957 : Arthur Ryba 
loyed April 1957: Ross Parpalardo 
PEXACO 
‘ords. 4801 West Addison : 
f the April—May 1955: Oscar Wright 


igher March 1, 1956: Newton Lockman 

5200 West Belmont: 
vould January 1954—May 1956: Herbert Polin 
ds of August 1956—January 1957: Jack Stolfe 


n the February 1, 1957: Robert Chappell 

831 North Cicero: 
May 1954—March 1955: Raymond Talaczynuski 
August 1955—January 1956: Frank Mahoney 
April—March 1956: Vincent Alesi 
June 1,1957: Cha. De Voll 


in by 


ange 
n the 
hs at SINCLAIR OIL 
7600 South Ashland: 
January 1953-February 1956: Walter Schramm 
July—October 1956: Woody Pinkerton 
January 1, 1957: Frank Bader 


r will 
ch as 


SHELL 
6652 South California : 
January-April 1954: Joseph Kral 
July 1954—April 1956: Robert Laccino 
May-June 1956: Charles Thornton 
August 1,1956: Peter Gray 


tan 


D—X 

4437 West Armitage: 
January 1954—January 1956: Peter Stryker 
June 1956—Marceh 1957: Harvey Burton 
April 1, 1957: Don Garrett 

7320 West Belmont: 
April 1954—April 1955: John DeRose 
August 1955-January 1957: Joseph Polito 
February 1, 1957: Harvey Burton 


rule, August-September 1955: Richard Young 
December 1955-January 1956: Robert Arnt 
i 
i 
' 
i 
' 
| 


CITIES SERVICE OIL CO. 
5757 West Addison: 
July-September 1955: Stanley Gorski 
j October—November 1956: John Kringas 
March 1, 1957: Aldo Dibenedetto 





S IN THE PETROLEUM INDUSTRY 


“4 


DISTRIBUTION PRACTICE 


198 


“OR6-4-AA | 
“OL86-L-VO | 
“ERE6-F-AD | 
"9996-6- 11 
“LIS6-6-0 
“St89-¢-H 

) 


"GLL6-L-I1A 
*8Z06-9- VO | 
‘OF96-£-AS 
“LPE6-B- 1, 
"9L26-£-A V 
“T9ET-#- AL 


“ees6-S- Vd 
“PS16-4- Vd 
“0@ZS-1- 0. 4 


"6ZS6-£-HUO 
“1196-8-HS 
*L6¥6-£-AD | 
‘SP68-E-.L8 | 
“0806-€-.LS | 
“6FZ6-8-H 
“0088-8 
“SOL6-9 
‘Z1Z6-F- 
“ThM-E-VUL | 
“SS16-Z “Id | 
*L096-Z-Ad | 
| 





‘90T6-4F-2 IN 
? t-VO 
7 ¢- Vd 
S-Vd 
g- Vd 
‘9S6-Z-OU 





) 
“S@86-L-1 | 
“68t6-L-VO 
PI96-£-O4 
‘0666-£-O 4 
"Sb96-6-QAL | 
‘7St6-L-Ad 
“E886-E-NI | 
"G22S-F-AT | 
“6646-4-S | 
“esee-1-NE | 





(purgiq YO MOU IN) O 


~"TBpUulg 
PALPURIS 
IIepuls 
Pp4ABpURIS 

op 
QepPuls 
PABPURIS 
x-d 
OOBXO | 
“THON 
sand 
UO 9Nd 

Oop 
Iepulg 
OOBXO,L 
DIAIIS SIO 
HBpUuls 
“pIBPURITS 
BULOYeLAO 
1reqs 
JBpUuls 
X~C 
IIBPUIS 

op 
sdiqiud 
OVBXO 
Irepu 
pivpury 
qyepou 














) 
paept Ss 
op 
JIBVPUTS 
op 

qQoWw 
op 
JIBPUlS 
OOEXIAL 
P4ABpLEIS 
op 
op 
OOBXO.L 
090U0,;) 
op 
pABPURIS 


pusly 


uVvUUd(] 


WIOYSPNO “A “f ‘PIBMUIOY “f°O 


1f9d4OJY WITTE 

TO MOP “O 

UAB AM Jey pue vuod 
OUULOZIG] [PBYIT IN 
JdIQgsd9Yg Ov] 
pio’'yT uyor 
YIZ[ws Wd 
yoIZ9e[ qd Moipuy 
neN "O pat MOF 
1opvIwg AuoyUy 








AQ OL 'O 
uoqr A sino'y 
1O[ABL, “VV 


SIOMO.L PAULV 
wos uyor 
Bui M 40A0T 
neg Aey 
WOSJOAT [ILO G 
siamog Aller 
sniurpey snyyay 
JIAZPBWY JORMA 
JOIN JOUR A 
euuac, “VY jenureg 
WIVPOd pivucoy] 
[vuis "Y "Vy 
Wywyquiog Arey 
uBs.LOIN “V 
uosuyor ‘Ss “dq 


URUITOPURH SILJIOW 

uOS|ON ‘JV *¥ 

“yaodudey ures 

nOsJepuy *~ 

uyoH ydjey 

al0r) T1Ud 

10ZdZS1gg ATTRA ‘AOTMOID “d “AA 
tudoisyiyo ‘¢ 

log JIM sopawyO ‘uosduoyy, setseyoO 
TULLAg “YSB AA 

S19T Jog ANYIAY 

Alved ‘fH 

SYIBW S PuBmMoH 

MOSBY [NBG 

RyoIWUOyYy pry] 

SpsBMpy ALIBH 





V SaIByD “pz 





loguloy|y 


IIL ‘OSRoYD ‘osuUvYyOXT LOL 

Il] ‘OSVOIYD ‘UOISTAIC) SOMA POSE 

III “OsvaryD “UOoIstATC OLLI 

Il] ‘OSvory,) ‘AvssoAlq OOPS 

Ill ‘OSvo1Y OD ‘AvssvAtc] 006S 

III ‘OsBoIY,) ‘UOAVC ZOE 

II] “OsBoIyY) ‘purlysy Yinos gcoz] 

Ill ‘OsBO1Y YD ‘puryysy yINos 

Ill ‘OSBoIGH ‘purlysy WUINOS ZERE 

It] ‘OSRaIYO ‘puvrpysy YON 6F9 

Iu ‘osROIND ‘| IBV[YSV YUMON 629 

[I] ‘OSvary SD ‘etdeiIULTy FORO 

Ill ‘OZRoIGD ‘UOSIPpY 00Z9 

Il] ‘O3¥dIy Dy ‘UOSIPPYV ZPOL 

IL] “OSBdIY YD *UOSIPPY $8 

Il] ‘OsRoIYD ‘UOSIPpY 00ZE 

II] “OSBoIYD “UOSIPPY LOSI 

Il] ‘osvo ID *‘UOANG] 99ZE 

Il] ‘O#B91IY DO ‘UOARCT O0ZT 

[lI “OSBoIy YD ‘usuTeEC, PUB ICH 

Il] ‘OsevoTyD ‘usuTBC YINOS 106L 

Ill ‘Ovary ‘usureq] yINOY GgRZ 

Ill ‘OSBoIyD ‘ueuIEG, YINOY 00Z 

Ill “OsvoIyD ‘peispeyR UION 00 

Il] ‘O#RoryD ‘usuNd YON Igsl 

Il] ‘OBRoIyD ‘ueUTRC] Se AA LZ 

Ill ‘OSt0IY D ‘VAOID) 83140 RGF 

Il ‘OSBOITD ‘VAOID 03872}0g YINOS 
Ill “OSBO1YD ‘eAOID 93R1909 YINOYS 
Ill “OFROTYO ‘PAOID 9FRIIOD YWNOS 
IJ ‘OSVOIYD ‘PAOD 998q30H YINOg 
IT] ‘OBROTY,) ‘010019 YDION O09E 

Il] ‘02 ~IYD ‘O1WID UMON 1008 

Il] ‘OSBOIYD ‘O10919Q UWION 0962 

Ill ‘OSv0IYD “py Yeurssg eeet 

Ill ‘OSvoIy,) “py ywurseD 
IYO ‘ABMYAIRY [BIJUOD YWON 
Ill “OSBOTYD ‘[B4QUaD YIION 
Il] ‘OSBdIYD ‘TRagUeD YON 
IL] “OSBOTYD ‘[RaQUeD YON 
Ill ‘O3volUH ‘eruso;TeOQ YINEg 
Ill ‘O#BOIYD ‘BIUJO]ITVO YON OFF 
III ‘OSBOTYH ‘RIUIONITVO YON gCG 
III ‘OBu0IYO ‘ABMpROIg 1609 

Ill ‘OsvoIYD ‘AvMpvoig FORZ 
















































it v0'T 





L891 


CLZ 
REL 


RRR | 








ON 
noTeys 


oq tu jy 










































& “0806-F-C1 5 - a ae . “"""“SBOOY J, WRB] ttl “omeoIyD ‘upooury Z1Z¢ ; Fo1z 
— 7 MN tte ote La bee ee 7 “““UBlOWY PABA PA IIT ‘OSvOIYD ‘UIDISO AA YON LOZ | Z6EI 
r6-8-Vad |~~ : 7 “"* [1qOoW wrresrcese""""JOTTIN “WW 93100) IT ‘OSG D ‘YIvq BULAIT FEIO | OF 
-AV , op TyYsSMOpPBE pg ‘UTTIB AMA UOGd Ill ‘OBBOIYD ‘y4svVq BUIAIT £OFt PRET 
NI | “ “"""piepurig | uoUuT[eF) “¢) UNOS Il] ‘OSva1yD ‘ye BULAAT OOSE | OFZI 
NI |"~~ ee f “dyepouig |--~ _ “=== e=""""""STOM AIC IT ‘OdvoIYD ‘Y4eq BUAIT CZPE 
‘8164-09 |--- aaa ee ee | ~ouBslge’y “Say O Ill ‘osvaYO ‘vUBIpUT YINOS EegEl 
ae eee ee ae “"""“T1qOW {~~~ “““TasUN YY UlWIBLY “IIT ‘OBvoIgD ‘UBUIOFT GION 9¢6 
| ? ~"""pslepueys | ~“SvUl[OH{ UBUIOAIT Il] ‘OBBoIqD ‘WOSLLIB FT ISO AA SO6Z 
*LL86-€-O48 | . Pe en ne een ee sees ae UBUIT[EC SAA Il] ‘O#vaIYD ‘SUIZSIPT OFFO 
"E98Z-4-Vd |° ; “"“TBPUlgS | Ce ee “IWAVP IODA “IIT ‘OdvoTy D ‘SUTISSIF{ SbzL¢ 
“6EF6-8~1D | ~~“ Oqolp ““““9p4ION “HL | Ill ‘OSvoIT DO ‘Uae FT WION O¢ 
“L986-L-NO |- ‘ - ~~ “JTRPULS ““-""JasIB[QOs yA LV Il] ‘O#ROIGD ‘Ue [RET GION OORF 
"796-6- OL ; ““““plepueys | ee? ~---oJUBg sommus [I] ‘OBvaIgD ‘WaT y YON gore 
‘sluelye gq ydesor ‘eday pavapgy 
"1686-2 1D | 194s | ‘[eyx4oM Ady] ‘UOs[eAesr Ueqney ‘yAzZN-y AAUTOST’T Il ‘OFRd1Y DH ‘Wee YVION OFRz 
"*SZ89-21D | Irepoulg ~-JOpsvey 19IS9qGO Il] OFvo1y,:) ‘WoeP YWON golz 
“1086-6-O.L | ~“TIqoyw | BlfeeyotzZ Auoy, ‘pz ‘4amery AIBO ‘4st | Il ‘OFRoIYDO ‘WsTAeE] YIAON eoocz 
‘ZI96-8-AN | ~ PAVPUBZS | ~ Pysdtadez—) uyor ILL “OSv0I4D “UITWGH YWON 109 
‘6216-F-OD | " Op” | “ubsed “YH Pa [il “OSBOIYD “pas[eH qINoS [Elz 
| sdiqigd | rysjeypipy “¢ ‘yvusny ‘¢ Ill ‘OBvoIYD ‘pels[eH YINOS 9¢EIZI 
‘L016-F-O0 | Us | ~“SBIQOL 9AVIS | I ‘OSBoIYyO ‘paRs[eH YINOS SzsTI 
"€8I16-F-OO0 | piepuris | YIPV[S snNIg ‘Viyd1eAdgy seurve | Ill ‘OBvoryD ‘peispeH UNOS LOL0i 
“ZELB-F-OD | ~ Tus ey “H 198M | Il ‘OSvoIy.) “pospeH YINOY CegoT 
“O886-E-VU | ~"OIVXIL, ~""“JOUpPses) UIBITTLM | If “OStvoIyD ‘pesjeH YyINos, OOZS 
“€L196-€-—LS "=" DIBpURIS auojUy pa [ll ‘OdBoIYD ‘peis[eH UNOS OOIS 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


‘€Z68-€-\LS 
“GH6-Z-1A 


~~“ @OTAUIg SONIDO 
Iepulg 


1UOT[VA sUuIdNY ‘pz UOT[eA PABYOTY “4S 
Wyeiqy Wey ‘uosduoyy, uoUleA 


ILI ‘OBvoIY ‘pals[eH YINOS EGOR 
“TL “OSBOTY,) *paeispeH, YINOS 106z 


“198Z-8-AS | sdytyd | [jepuvyy ‘¢ Ill “osvoIyD ‘peispeH qINey TER 
“PIb6-8-IC | ““““piepueys | YsoIpey J9}(C MM ‘Ojos AuoyUy ILL “OFPOIYD ‘pesleH YMON 9F6z 
“68t6-6-D.L 3 MOLLY | uOLL,, YUCH ‘esey [sued ‘uesey] yuely IT “OSBOIGD *PuBis) ISAM SZZ9 


‘GFL6-L-A WN 
“L€86-6-O..L 
“1266-6-O.L 


"6698-L-A a 
CFF6-6- OL 
‘EbL6-Z-1V 


WIALIS SIO 
piepurig 
DIAIIS SVD 


qyeputg 


oxng 
pJlepuels 


|} stno’y 





UBIUBUTYO], ALIVE 
1ysmezodoy, AVY 


Avy wooo ‘TeyoRM “Ss Ydesor ‘eydejg Atos 


‘oping ‘q Ounlg ‘Tuos Ty 


‘ournpodog yuvlig ‘Teypso00g §=uYyor 
z[nyys ‘¢ ploley ‘Josulpiouney Awe HY 


uuBUINys wnyqWy 
“yIPUIYO sof ‘WWoUNI_ [Iseg 











IL[ ‘Ost 


Ill ‘Oat 
Ill ‘Ost 


YO ‘puwig 38944 00¢9 
YO “puBigy 389044 0009 
YO *PUBIE ISOM SERS 





Il “OSBIIN YD “put I 
Il] “OSBOIYUD *puBs 
Ill “OSBIIND “pure 


) WIM LELC 
ISOM OOLF 
) ISOM 8ZZt 

























“9Z8-I-VH sdiiqd | ‘iveeqjoonN pposeyy ‘oulsulg weg ‘ourgordey vor Ill ‘ox ) ‘UOTTNY IM LOT 
“gEt6-6-O.L | op ddeiy “Aste Ill ‘OBvOIY, ‘UOPOTINY Yo AA OOS 
“6806-F-A A “Op | sioA0g party IL] “OSvoIY,) “UOJLOT[NA OOOE | 886% 
“£996-2-VO piepueys 1uOpleg sepseyoO lll ‘OBRdIYO ‘UOJeT[NY FoYZ™ | LOZ 
*L106-6-1'T ATeBpuls 1plwH “MPA UI OsvOIY) “UOPT[OA OSOL | O6FZ 
‘L996-Z- VS paepueys eyv0lg “TA ‘Ted seumer III ‘OBvoIYH ‘OostouRsy YINOY 6F 
“00Z6-8- Af op-~~ OUIUIT f SARC UO ‘191804 ISOM LORE 
“09€6-8-11L JTBpPUls SUBS SIMO’ ‘TYSMO[GILOY jerued CQ ‘1e4SOY IAAL FEL 
“9629-1-O'1 plepueys UuvUIP[ey Yi U4eg Il] ‘OsRaIySD ‘10gSsO04 ¢ 
“GZh6-Z- VS ALBPuls sesuyly uyor Il] ‘O3voIyD “eAV UIC OOF 
“eho6-4+-A 1eus Yezoulus[O Weyl A Il] ‘O3Ra1y OD ‘atuRyory zeze | £69 
‘SO1I64+-A 4 VIPAIIS SOO O[[PISVp_y pus ofoong ILI ‘Osvo1yO ‘asuBYOXY OIEZ | IRR 
LL iA sn SSS SN a 
--yRpuUIg u10yspneo “MA ‘f ‘plemuley “f¢°O Ill ‘OdRaIYH ‘osUvYAXA LOI | LST 





DAVPURIS 


HfoLtOVY UWIBITTTAA 





>) ‘uo 





\l¢ SOM Ft 





UM INDUSTRY 


TROLE 


"4 


DISTRIBUTION PRACTICES IN THE PE 


200 


“8606-F-08 
*1926-F-018 
“G168-6-1'T 
“L126-4-Aa 
“€006-F—-A 
“£646-9-DN H 
*1986-9-N H 
‘7Zb6-9- DH 
“LE88-9-VO 
“pers- 
‘Z6E6-L-If 
"SoR6 






"pIZ6-£-% 
“1TLL6-9- 
6096-2 
08Z6-L-H d 
1L66-L- 4 
"Sth6-L-A 4 
‘€616-€-HS 
‘81Z6-9-UD 
“1286-9-H D 
“*8226-F-NG 
“10.6-8-N4 
‘9886-L-Od 
“ER6-L-Od 
"1076-9-21D 
"$96-9-H D 
‘0es6-L-H 4 
1696-4-V¥ O 
*8996-9-H D 
“S1L6-€-.LS8 
"1IS6-8-V 
‘OSt6-E-.LS 
‘¢182-8-N. H 
‘GOI6-8-Ud 
“OPST-4-H.L 
*$616-L-A 4 
‘9P86-8-V 
“0686-F-0 IN 
'8016-L-Od 
“$916-L-A 4 
‘Z0ZI-1-O 4 
£616-8-OH 
‘8986-8-NI 


eu0ud 


pusig 


-_____ tus 


paspueis 
qo1X 
plepubys 
oo0TlO”:) 
Teds 
sduidd 
piepueys 
ITepPulg 
OOIBXI,.L 
1leys 

op 
pispuBis 
Teus 
OOBX9,L 

op 
piepurig 
IWBPUIS 
sdiltttd 
“psepueis 
Teus 
OOBXA,L 
piepueys 
oo0mlo ys) 


“TIqQOW 
Jyepulg 
oxIng 
TIQOW 
pavputis 
aepulg 
plsputyg 
O9BX9L, 
000u0d 

op 
pispueig 
JpBpPUls 
DIALS SewO 
eqs 
said 
1leus 


ulode’y ydjey 
eiedg o1A4 
THOIMON qUuRIg “10 
IOISTIN “L 

MWOSTON *f UPBITTUM 

[PqON Aasey 

UOSTTa “H WeittM 

ouIsSnyYy JOA 

JOUATVA “AX 951004) 

{swor’]T URULION *40ARG LI0]Y 
UllOd *§ Weqsay ‘Uesie’y] ‘savy 
eVql 4ejeg ‘BIyoe[d YuBly 
SBASIVY 1030 
‘stlouuoy) seyleqy) 
UBULIOGSI'T plow 
SouUTYy MOW UWA 
JUIVIY UTS ‘Wlvssq VUIIME’T 
W0uo Ney ‘Jaquing png 
auBps0g UWI0] 
puBllyd Vy 
07z3/ony IV 
zioupog ‘f 
UdPOON “T 'H 
esUBITS 981004) 
Aue |, SULA 
SmUIOLM YUBIG 
uamMog e[sAoq 
UOSITIVIY “IV ‘Ysnoppunyy u0og 
OB X9LV 

{YsuLIoUINYO Jeu] Wy ‘SNe, “OM 
BARIS “fF ‘pnqge’y] uyosr ‘ATA 9A018 
aMO'T “SS 


7001) “MPO 








URULIOL YOY U0, 











YONA “f sfouwsg ‘sedsey “f WENT MA 


lOADY SOUTBS ‘[[o UA 931004) 
ouRey somes 

uBdlog ‘QO seuler 

UBUIIOYS 19978 A 


UudIYSNBNI| “TT Woqoy ‘souqsesuNeg yuely 


IULOT_L.L “G 
wus }410q le 
[OIA AA “f “ULM 

JIU) Use| 
“TBO Jnvpuye7s 
yoyoe[og Moaipuy 


oq ule | 





Il] ‘O#RoryD ‘U101S9 AL YON 10Z¢ 
Ill ‘OBvoly DH *UWiajse AA YON 9STs 











tr ‘ CO ‘*Ui8jse AA CMON £098 
Ti * ) *U191S0 WM YON L08Z 
It * DIIGO *WIIjS9M YON Z20Z 
Il] ‘OF¥OIGD *W1d}se AL GION 6202 


II] ‘OSBOIGD *Ui04S0 MA ! 

Il] ‘OsR0INO “OAV Wiese MA YMON €Z8 
Il] ‘O8Bo1yD ‘us0{S0 MK YON SOF 

Hi “843 M “pu ABE TO01E) F8 

ILI ‘Osvoly,:) “HYseENg puv Ydilp 

Tl “OFBIIYO “IS YILF ISAM OO8S 




















TUL * O ‘dutyssed 382.4 009 
Ill ‘08 “ulosd W Yenos LoEZOl 
Il] ‘OBROIYD “Usejso MA YING RRL 
Il] ‘OsRaIYO ‘useIsa A, YINOS TOOL 


Il] ‘OSBOIQ: *Ul8js9 AY 
Il] ‘OSBOIY YD “Ud0}Se MA 
Il] ‘OSvoIY LD ‘UI01S0 AA 
Il] ‘osB: ) ‘U1d}s0 A YON 
II] “ost O “IS Ped SAM COPE 
lll ‘O#BOTYD “IS PED SAM OZFI 
Ill ‘OSB D “Is PEO IS9M OOF 

TU ‘odBoTYD “48 ISTO SBA OF 

Il ‘O#BaTYO “IS WISE ISOM YEO 
ly ‘OBBo1YD “IS YISS ISOM LOPE 
Il] ‘O2BaINO “IS YISS ISOM HEE 
ll] ‘oav } ISOM OORZ 
ISOM OOFT 

















Ill “OSBOTTTD “3S ISTE ISOM ; 
% Ill “OStOIYD “IS UIBL ISVA OB 
lil ‘OSvaIYD “Is 4I6L SBA LOT 


Hl ‘O3RoTYO “IS UIbL ISOM OOFT 
Ill ‘Osv0TyD “IS WIL Se A OOTT 
Ill ‘OFBOIYO “IS ISTL 9M TESS 
Ill ‘OZvO1YO “4s ISIL ISB ODL 
Ir ‘ 1S 4169 ISVAX LO6T 
ll BIO “IS 4169 “M 786 

Ill ‘O2Bd1UD “IS YIL9 SBA 9ZOI 
Ill ‘O3tdIYO “IS PEO ISAM OTE 
Il] OFvaI1YO “IS PEO IS9M ICE 
Ill ‘OSBOIYO ‘BIUIO/TTVO WON Kel9 
“TIT ‘O#vorYD ‘U0s1029d OOF 
“TIT ‘OBvolyO ‘U0ss9I9d LOPE 











Z6ET 
£281 
L681 
108 

91 
nG 
869 
16SZ 
Ot 

11€Z% 
QRbZ 


GG 
brel 
Ob6Z 
SbZ1 
Z99 
OFET 
£91Z 
£28 
OOTE 
RES 
PROT 
L6Z 
0961 
LZ61 
£992 
9L9 
Oil 
OcLll 
bOFT 
te 
OSTT 
G661 
ZSRI 











coor 
968% 


| SPEE 





uorjeys 
JOQ Ud 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 2()] 


“*p0L6-€-1A 
*8826-€-T a 
“0896-7 A 
‘bLb6-Z- VD 
‘9946-2-VD 
‘S96-Z-VE 
“19L6-VE 
"G896-2-VE 
"S8h6-Z-VD 
“€026-2 
@PISIOATY 
“Chl6-9-A A 
"Shl6-9-4 





) 
) 
) 


*8206-€-V.L 
“EZ16-6 
"v£96-9-O4 


"8296-90-14 
“ggc6-9-0. 9 
°2696-9-1 A 
“1686-9- 0. 4 
“1896-90-09 
‘796-1 
"2896-9- D4 
“1L96-2-V D 
16L6-8-UO 
"669F-4-UO 
“61S6-£-HO 
“e61Z-8-HO 
"9886 -£-HO 
“0896--21 O 
“€S26 

-L OPISIOATY 
“T1I96-€-1D 
*1g96-6-Ou 
*9196-6-O4 
“OOTE 8V70UTT AM 
"OS86 9}}0UIT! A 
"8086 O7JOUT]I AM 
* 2ees-Z -HO 
“Gb96-Z-UO 
“828Z-£-UO 
*Co16-8-U10 
"68L6-€-HO 
“9€26-8-2O 
“S606-€ -11O0 
‘ZEtHS-S-UO 
"*6816-2-HS 
“6bS6-8-HS 


“8h06-F-08 |- 


*L926-F-08 
"C1AQR-T'T 


| 





| 


j 








ZUMISONIG uyOor 
: a TUOZIRG AF1004) 


IT ‘UMBTYRO ‘O499TD GINOS RCPS 
lly ‘UMBTYRO ‘019919 YINOS 10e 





~--JayRpUTS 
-“-“pIBpUBIS 





paspuerls |- ‘2 “--"""T¥SJIpI MS YURI “GRIM “HN | “""(pasop[o MOU UO0T}8IS) ‘[[] ‘PoomAR]y “Ig a4B’] ISA A, 009 
y ooreM | >- P : a}10Aty PlBMPY ‘Teg somer poomAeyy “py sepVyO “1S HIST 
psBpuBsls - 7 at AOUIO PY VD1O0F) ‘VUOPIOA Yous Il] ‘poomAevyy “IST QINOS LUI 
~~ ayepouys | WUBAL 2OL | IIT ‘UMEPARO ‘OLB YINOS FEL6 
5 OVBX9, T, | Jdpeyq UOLIBYy Il] ‘UMPLABO ‘01991D GINOS YERXG 
ete Ay JOUAUIST.L PUw UBPeD 1S 4996 ISOM Zz 

| 














op . Ig "VY ‘H ‘suowmms vuesng IL ‘UMB™T ¥RO “99 UIZS ISOAA OOFD 
~~ ayRpUTs uosuyor auAR A | Il ‘OPISIOATY YWON “PY Yvuss9y so AA GOz6 
op ~--"snqRig vonag ‘Aeuoinyy 03.1004) op 
o00u0g uoslepuy Weqoy | O3BIIYO YWON “PY UBT Leys 2061 
"| ayBpPPUTS dsq “f Waqoy HOOIQGUVION “EY sfourf[] pus JowJeys 
> ei ‘ Bysog v0 | ILI ‘SYTIN “UOTARO OZIS8 
sdyidd | : YoHtI950 MA LH | Ill “3Se10y JATY “IS UOSTEBIY OO9L 
14s | soig, ALB] “101M JUBISMO) Il] “3SHu04 MOATY “OAV YON IM LOZL 
ar | r , esnelg oor | MOU pesopo uc 18) “IS UOSTT CIV SELT 
: [Qo | UBUIDIOY YUE | ILL “X4¥d ACO “PAY ‘YWON IsoMy TOO 
TO UOYSON |- : ~~ 4g OWT “UOSTOIN “O Il “W4€d ABO “PAV YON Ise A, 1029 
AJEPOUTS | pivuoe’y “Vv I “AAV AVO “OAV Yl YVO YIL.0S Shs 
QOW |- JQ[SOA BPPwT | . Ill “448d ABO “IS PYV'T 102 
piepusys | " uusuleYy "Vy ‘D ‘epPdy “g IU ‘¥4ed YVO “HIV ARVO YINOS O8 
OOUXAL puvlournyy Woy, “““IIT ‘¥2eg ¥vO “Ig UOSIPRyy 
~~~ stp oysodsy sof ‘Z1eqplop uopreys IT “A28d YVO “OAV Wo[lepy YITOS 


ABMUSZIF{ Ulojse ay YINOS pur WIS 
| ‘oyOYS “YORUIIO DI IV yY UOSIOUIY 





“WIAIIG SIIWO STYLOS XI 
plepueig soley “YH seurer ‘ost Iota Ay 


IT ‘UMETARO 



























UOSIIT LOJA “OSHUBY VOL “SUIPIEH “Y pled IIE ‘el yOYS “UOPAVO CPRb 

op----"|- YOUMPIOW purpieyy ‘uUuNs> Jivqoy II ‘8yOysS ‘ploy MeID pue U0JABO 
pispusys ~~" TOqoyM]L WOL ‘doy “AM uyor Ils ‘HORS ‘AYNOL Epes 
— “suueg diyryd ‘e[ny paruoe’y] “TILT ‘ALYONS ‘PsOjPMBIO YON 0096 
Tleys | SYST | [OUJW | HT “PONS “PATE PAOAS 106 
“epurg | foyeg yueig | PY Uouulossuv’y OF 
piepusys | : JULY pI UBLIPY | II ‘PAOIg) JOATY ‘pPUBIF) ISAM ZZI8 
OOBXAL euoleA) au0Gg | : “Tl ‘3S0s04 JOATY ‘SUIBITTI MA pus oye] 
[qQoWw UBUIISTIF) “VY “OD | Hl ‘348d YVWO “VAY We[lvH UWON OFIT 
000009 |-~- “youowYs “Ss Ill “eveuryT AA “PY Avy Geely 106 
-"anpulg |--- ; UTABPUBIY WITT | 7 Il] ‘es0my AMA “py Avg U90I4) LEP 
24s | OAINVH SoPEUD “TH “ev 0urT MA “py ABE Wd COF 
o00U0H | UassnuIsey “Y ssog ‘yonog Aomod 00F XOG “py Aopyong “Vit oLoy 
“sdiuud | joy Jeg ‘uBAY “O Adlv’T [I] “UBFeyNB AY ‘FEZ XOgI ‘Z NOY 
“TQOW | Japeysyood *O | : IIL “8! 4ONS “PU UlsTA lOee 
paepueys | OM f'd UI ‘sIyoyS “PU efyoHs C008 
qyepoUlS [~~ “UBC “f Weqly IIL ‘eryoys ‘4g 10ysduIIq] COR 
op - ~"UOSTInE) AVY Ill ‘eryoys ‘toysydumeg OPTS 
plvpueBys | ey . : n0}3NS “YU Ill “SFONS “PALE IFYOHS cees 
DITAIIS SIIBTD " | ~dOTPV “'T Weqs9 ILI “eryoys “upooury L2p2 
; OBO T : Jeyyonig paewieg Il] ‘OSBdIYG OD ‘UIA1Sse MA YON L169 
“piepueys : : UWOD SITTLM ILI “OSB9IYD “UI8}SA MA YON 8¢Rg 


em RN A Re 





Hus ulode’y ydjey ARdIYO ‘UI8ISAO A, YMON 10Z¢ 
a reds O14 BIND ‘WI9SaA, UWON OST 
NDIRNMTRIC IWOIMON’ WTP] TT *ranmeyw *Ww arom * FISD AA TIVLIOANT yr 







PEST 
2291 
P6PI 
697k 
L662 
161Z 
GLIZ 
806 

ORL 


[biz 
POBZ 
F96Z 
| Lose 


2OCG 


| £26 





| 6€¢ 
citi 
90FT 
PSST 
00Z1 
£E8E 
YOLZ 
OSFZ 
PEE 
OOEZ 
0622 
¢LLI 
| 9EFT 
19% 
9ZFZ 
StI 
9f62 
618% 
£2¢ 
CAC 
THT 
ZESE 
| 6608 
ZH0E 
£908 
Leoe 


Ig Is 
aGLG 


OLIZ 





BOT 





UM INDUSTRY 


DISTRIBUTION PRACTICES IN THE PETROLE 


202 


‘0896-8 
18H uUMOL 

“SPCB-E 
IBF UMOT, 

‘0096-8 

8H UMOL 
“$086-8-1 
“€0l6-S-N. 4 
‘tl66-4-0D 
6L96-4F-D. D 
“T896-4-D. D 
“E986-4-NH 
“OS86-S-U 
“£896-S-41 D 
‘ShEB-S-UD 
0086-2-4 
“LLL6-8 1D 
‘C886-8~1 





‘SPL6-E“1D 
“0L06-£ 
8H UMOT 
“PSS6-£ 
I®H UM, 
“88ZL-Z~TO 
"S9S6-8-Lal 
‘9826-21 A 


‘O886-9-UT AA 


CLL6-4 
“T986-S~T 
OF9F-S~1D 
‘bEL6-9-O4 
“b6h6-9-U DP 
‘C8h6-E-U YD 
“C8L6-S-H 
‘Sf16-C-H DH 
‘b1Z6-S-H DH 

*9L68-L 
‘9186-€-HO 
“Pl96-2 
+ 

“LLb6-8-[a 


“S1Z6-8-1a 
‘0LL6-8-T A 


au0yd 


| 
| 





puerig 


Jv] 


ours 


“""" MOWUIY 


000009 
“piepueis 


4TR] 


oulg 


op- 
pispueis 
MOLY 


I 
~“OOt 


ATV] 


1eus 
xOL 
outs 





p4epueis 


OTA IIS Se 
HO « 


sdyy 


WO 
Ing 


Ud 


pivpurig 


I 


lous 


paepurig 


sd 


1K 


BDIALIS Se 





Ud 


{OW 
HNO 
ous 


puwid yO 
pABPUBIS 


Oot 
OF 
ALB] 


lus 
IXOLT 
) 

ours 


paepurys 


plepurys 


ALR] 


ours 


VTAIIS SAITO 


Pus 


Jopoodtos Aduoyy ‘vdurapog vor 
JOUTYS 931004) ‘UOsUyOL par apa 


IIe “A UYOr ‘ys10yFe Ay plVM P| 
“ISIC pawapy 
HIND YIN 
BQIIS LBD 
WNOD "PY es10e4) 
[9ZU9 A SaTeYy 
Oj[e.IB yy WOg ‘Ayong JIB AM “YIU AB1004) 
4oyoog “f "MA 
“dOISBIY supsnog 
AUBIOTIG, UOG 
{opyuRs [qd ‘UOPINT Joqoy 

MeyspRig ° 


USITV “AA 
“‘SpsRMpy 
sepVy ‘Apanigs Aw ‘joodsepur A foupoy 


UVUTOUUOH WRIT “oqey, paraany 


1ouldS UYOr ‘epnosyy yuLsy 
XOOTEM. “M. “HOTTY J4oqoy 
iBqund “Y sepwyoO 
Wose yy psojun yy 
oepey png 
HOTTER AA “OOUL 
SesUuIIy UYyor 
sizuiny ayor 
{u0WO,], Oo] 
SeUTH, 10778. 
Od “ *f ‘SOqrey, *f *y 
Hug sopreyo 
1UBIE) WD 
JoJUIdIBD your 
SHO, YA Ydosos 
VAUISTOY OT 
TOM “Oo'T “uoOsUByT Aton) 
SY ULAIv yy 

‘ouRIyD 
{1u0yy ‘O1010g Pd WUIBITIT A ‘owouong wsHyy) 


JOY ppourpy 
ZUd10"T “MPO 











loqulayy 





OLD “YS Ylys YINOY G1Ez OSYT 


O19T) “IS Yee nog 6 SET 
“YBULIOD ISOM OOZES | EEZT 
*AVSOOY 1S0A\ OO6T 1742 
1 ‘puerysy yinog oozz PLIST 
UAMJOg ‘AAW UapsO OZOL 
UAMIOY “VAY UIpPIO ISOM OOFO 

uAM log “py I[VAVSOOY ISOM, CPOL 
~“uxAMIOG ‘yIRg yRO YInog yecz 
UOISUBAY “IS YVO clol 

UOISURAY ‘PpOOMUVAID gTO 

UOISUBAW ‘SALON CZ 

UOJSUBAY ‘AANGSY IO] 

It ‘yar OMUITY “JUOUT[UG IAA, CER! 
1 44d POOMUTY YON ysv M OO8L 








MITA DB 
puBs] or 
















Itt ‘ar W4VH YWON OFEZ | BZET 





poOMUI[y 1 


Ou ry , PUY YVULIoy 1s 





O10TY) “IS Uda (anos ONT 

OJdT) AY O Jt) YWNOS ( ie 

POOMARTY ‘18 UOSIPE LY OO 

“OBURAE BT -L4aq THD Yage “180, JSBOY TION 
paeqqnyy “eay u Tl Of 

MOLA Uv[t) * PH Mol \ 

Y4Vq UlpyuBsy “py uy 










pur] 

















PAU “TRAQUO) FEGZ 

I] “UOJSUBAY ‘Aur QUSV OF 
Ill ‘uoysuvag ‘expo 

Il] “uojsut AW “OAY OSBOTY,) ¢ 

Il] “UOjsuRAY ‘para noy YINOs | 

[II “SOUN ‘oo¥NBMTTY 0262 

1s 4ojsdmeq TORS 

VAOIE) UOWOT “py unz ANBA YWON TORK 
VAOIF) UOLOW! “49 loisdiueqd 1009 














PYeso.o MOU UOl}RIS) Ill “Nd WOW “1S OMB] ISOM RIPZ 
tu ‘t MABTY “OAV IR YINOY G16 
III ‘poomAny “py sopin 








“ON 
UOTIUIs 


Log IN 





}B007] 
































































oD 
> O9lI-S-VO VpOUTS “TEM Py ISU THE | GLGS 
N ‘1016-4 “QIN op oue’| AHS] “STTTEM "7 souer ( 1) qanos L069 POLS 
"S886-£-HS | “op , 0° TO Avmouns osRaIYO “PH UBPleyS OPLL | BLT 
"ShE6-S-OH | 
m “¢h96-€-HS | | 
m ‘Z80I-€-HS | op | “SIMND “V WITT ‘TeTeeCd,,.O UWeIITM | Pu | Heys YWON 00¢2 | TS9T 
e | | “TOMTOM | 
QR "€296-F-O OD | op | SIppa ‘SUIVITTLM “T Wel MA “Wo sTey sayitd | 1S 4IG6 SCA OOF 
_ "R6P6-L-ON pavpueys | Agprig poly YMoMjpUI AM YING COZY 
a “68Z6-1-OD | ““OOTIM OPONT A Yous ‘UposplO*) UPCITLIM UOTULYSE WM 9M LIOF 
‘22Z0-€-AD | psepueys | jdunig ‘4 Weqoy ‘jduimig preuocd SesuUVOUTA YITLOS SELIT 
-_ “GLES-L-LA | OVBXAL, | nezwy “H [essny oAY uoTus) GINO IFlFt 
= ‘LLIZ-£-UO | prepuris | SBIBVY VAIS vay AYNOL ISAM OOF FOES 
= -S-O8 | OOBXOL | allod UBiTy AYNO], WON LEZ | Z6Z1 
— “9R816-€-HS RE OPTS neys |" 7 7 ~-Zuvyosuvpy uyor AysnoL OOLZ | 98IZ 
" 6896-£-U4 O ; 
= ‘GuR6-8-HO plepueys J4eqrgs ydosos . 1.) Y AYSNOT, 1OUIOT) OMYWON | LEE 
= "PPRB-B-OS 99 sdiiyd ‘ordarA[O vyideds *\, “V¥ ‘JezuvTy Ue Q0UdLIO,. |, YINOS CECOL | FAIZ 
4 ‘002Z-HS | : paepuetis LIOQIVg P OYIIYS ‘eqs “A Pus “Syor AA 340GOY puvys] AUOIS YOLL | HIFZ 
re} “0@bZ-€-Od ~~" TIQOW uso[s “f 'l puvys] AuOyS TOOL | S9¢ 
Cw ‘Z296-4F-OD | 09BL9.L “--qjoq souls ‘jeso1g “A ‘UTMeyy “f° N 18 97838 YINOS LOLIT | 009 
ei “0686-2-VD | sdiyrud ussueyslyY PuoULABY preysurids 1096 | 0022 
_ “$Z86-Z- LV 000U0,) ~~ yoxvcy, yous JOUIET ISPA\ LOSE | 68ST 
ir “0Zh6-£-A V paepueyy Z19g UOC] ‘104IND UVF) @AY Zu0’] YON [0ZE | 698T 
— “6886-21 V 1eus ssug pieuod’y ‘Z01M8}0M Gd SUIPIVEY Ick | Roz 
> “GIS6-€-OU4 op” Stpseuos[eq] UBC] “OAV [[OMPTB) SLE9 RbEZ 
4A "18@6-4-A paepuBig --yonpley “V “Cl ‘Paepueis sind rT] enueAY 1966 | S1IZ 
“L268-4F-AU | ~"“dPBpOUTS | a ae ~~" ZyW sino'T 1S PZ ISVA BOLT | 79% 
we “1816-F-OD | “7 "" plBpusys [ysivooly) YUBLY “VNOUOA “A “PA . 1S YIGIT SCA OT | L9z 
mn "S1S6-4-OD | ~~ TqQow SSOA UIC 1S UIELT ISAM 00Z | L9Z 
L “CZ86-4-AN | op” Jouse A uYgor ‘aypIppeyY “V “fh 1S QOL IBY CSE | F6 
e ‘ZLL6-2-VO) | 1eus TYSMOYBMON AuUO’] 1S 4ICH ISOM FIFE | SLOT 
o ‘9146-£-A O | OORXAL | 1N.O “f Aiu9 Hf "9S YIGS ISAM OZEL | STO 
< ‘od sao “-*9100}y [ONULRS | 
fom} 0d | x-d --“412JRIg “J oa 
Aa "S086-F-A UL | SIND 1Iz[wog “q{@ puvB ssoyy “O 1S YISH ISA ISZI | ’ 
7, “Be86-E-LS | op poey Peupla 1S UIS6 ISAM FEL | 662 
| “Oxdod | | 
S "*S996-F-—L1D | piepubis sInO'T ‘soJIOOTT) “V Og, “AUT Urey A Cuvdu1o0d Aq UNA UOTjLIS) UAMIOG, “OAV WoepIV}Y YINOS GclZ | * 
e "L0L6-4-0D |~ OOVX9, |, uos}B A “DM uUAMJOg “@AY UePZO 389A, VED Pe; 
as) "S986-F-D | ~- “qepUulg SI9d “W sepey ucMleg “PY YBULIGD 3S9 A = 
= "9I86-4-1D | op 1y¥SMOSOLY “MP IS 4I9Z ISAM 
z= "6886-4- 1.) . OdBX9,L, ieysfeg oor PY YUL, 359.4 a 
cs $Z96-F- 1D |" “ ayBPOUTS : DAOVOY “MPY : ucMiog ‘YB YVO YIN 
D 9996-F-AD | : . sdittd uvULoH “ff ploleyy uAMIOG “IS YIVT 9M is 
= ‘2086-F-ND |” eqs |" ---wosie’y Sstf) PU WIAssooy 3S9 Ay t 
= "$686-F-ND | “OOBXAL |” , . YoIpNIsNy IB1004) PU HeAVsOOY S90 M 
“99264-0ND | : ; Sad | uuBupIM “Ha UIpsO a 
“199% Wang | ~~ Teus juBdig, pseyory os1y “IS Peg 9M 
“OFS6-£ 
ey] uMoy sae: “--QOIAIIE SOTO yeuyonig “Y ‘Yousog od.1004) WO “PY Yeurssay s9 4 aate 







pRaeg-e ! 


UM INDUSTRY 


ETROLE 


4 


DISTRIBUTION PRACTICES IN THE 


*8006-4-A A 

“eb0I-Z-10 
*P1l6-8-VU 

“pac6-8-O fr 
16£6-S-OH 
“0986-4-OH 
*0016-S-OH 
“SLI8-€-HO 
"0096 -Z-V'l 

‘OIS6-€-AS 
"€Zb8-£-4 a 
"'$896-9-A M 
"¢606-L-A IW 
“6996-L-H IW 


°L996-L-H Wo 
“¥286-L-A IW 
"9696-€-HS 
“SEILZ-I-OT 
“pL0Z-8-1 a 
“€916-€-HS 
“0L86-4-C a 
“LéL6-9-UD 
*L096-L-Od 
“TISI-$-N’1 
“6°S6-L-Od 
“G6L6-L-VO 
“Leee-s- Or 
“T896-€-DV 





“e9T6-€-NV 
“e86-9-0 H 
“GhS6-E-V A 


"S186-8-V 4 
‘0086-€-V 4 
*16L6-L-I'T 
‘Z106-6-I'T 
“*8999-9-LA 
‘0826-8-V 4 
‘P186-£-V 4 
“00t8-4-4 V 
9926-L-O N 





oe een eee ht Le ee 


ee Oe a Apne harem sydd 
Wouseasceseneesaanes eevenes --Sa13IO 








~"-~aTepUlS 
: ie 

-< - “-=-="""nIBPUBIS 
oe ee 


“-—"TQOTW 


‘ “-""="OOBXO,L, 


. ~-"""" INBIIUI 


ee ee ee 


“--"=" = BOUT] 
. , ~-""piBspuey 

puwig yo ‘o00u0D 

7 “OTT PUM 

: ~"-" OOBXOAL 
Teus 

ee ~--JVBLOUTS 
puviq yo ‘Aog Auusg 

i BN 

~~" TIqoW 

. ~~" santidd 


~ Seto 
“-""=""-NIBDUBIS 
“-"""TePUTS 


"-"pueiq go ‘o00u0g 
~~" yepUTS 
a --""prepusig 
~~~ ayBpPUIS 
“said 
puspueys 
ee 
“op 
pispueyg 















==" “7 >= """""""STT MY 83.1004) 


~w=->-"-=""-=-tnqe x AIUptg 
panes “~"""""qqayo0ID JeWOOGg 
; “-"-="""""=-QOUIBy JoA0I 
eeu meet aleog your 
“""-"JayoBUloOy “f ‘d 

“7 """""MOlspuyy “A “I 
“-"""=-OSsE[By) YUBIY 
~---=""Jonequesoy “1 

; “""WIBg SHIO AY 

~~~ ~soqoed "D “W 
“““"gosdapuy JeWO PY 


“-O33BN YUBIY ‘SSOUIQ PolTV ‘OBA OWA 


O[[eulLeg vr ‘OYJeUIOpy uYyor 
“UIpie sr 


WITIM ‘OssRIByY [eByo ‘slozujyg yuesy 


Blloquivyy yuBsy 

WH AUB YIWIS 3y 
YWwIHoIW your ‘uvjdey wz vieZ 
“-"-"“TUTTIUeF) OUDC 

Jouya A, WOAH 


UOSUBMY BUBIBIO ‘ABLINY SeVyO 


“piojng psemoy 

““eulyeO INYQWy 

“B[(OD29C, BO ‘OpPiny prweapy 
““ Bla [ous 


yeuzoy 2 uosuBy ‘(INO uoT}eIS) Opwolg ALB 


Aouuryoypy supsnoqd 
“OZZ0N,L, OXI 
*JOQIOLL 


UIAIQ ‘UJAVT 4OUL ‘2110 ® SMB *Ve]{Ng “VY 


yAzny-1AW0gn’y] 
“"""qqyIOMyNOS “CJ 
*zsnq|[oy 


y yorupoy ‘¢ “yysAA sno] 


HUA Joy 

““""9y V Vey] 

“"""“TBULIOUs "HA 

1130101 ,7 STMO’T 

PPPYURO “YW 

uleqg y Udesor ‘yosng paeyoTy 
swoopoog wir 

“19018 “YW 


logue [yy 





| 
| 


| 





TT eeeeree==="—9AY DOYNBAMTIPL OOLT 
ante ~"""" pH PISBNd FMON o¢6 
ee ee . “OHTBId LORD 
wee eeeee "0081939 d OOFE 

re woes" HOSI9I9d FELZ 
vem SS ne ee “UOSINIIT SIZ 
e-e GAY UOSINIVd ISAM ZPEZ 
. OTYO 9M TOOT 
oaeeqens ““""""""9A VY UIPIO KEZE 
VAY UPPZO L961 

PAI POOMYABH ICA O16 

PAI POOMABO BVA TOL 

VAY YWON 80M OPOL 

VAY YUWMON T8909 009¢ 


PAV UMON Se CCI 
VAY YWON 380M 00S 
PH UBPHOYS REIL 
PU UBPLIYS OFFS 
PU UBpPHoIys 80M Eos 
OY CURL 
8SPIH b66C 
“""" g9UDBY TING E09 
PH PSN, YINOYS LOLS 
PU P1SBINd GINS ZPEg 
PU PISeINd YINOS SOs 
U0 }IOTIN YA IS9A\ OOF 
PU FASBINd YON 
PU LISBIN_ YWON 0zzE 





S$. 








PU LYStIng WWON [00k 
BYSLINd GION Les 
1S 93878 YINOS TOL8 


18 97875 YINOS G28 
IS BBIS GINOS OOIS 
juodqinog YWON 109k 
wodyq nog ONE 
y4Bq YINOG TOLS 
HART YINOG OOER 
yVg YING 006 
y4Avd YIMOS ORL 
yVd YINog pice 


WO} } 8007] 














cise 
ggg 
LS61 
bLIe 
LE6I 
TS9r 
6E9I 
LL1Z 
902 
¢99 
P 
SPIZ 
L691 
LI8 


PETZ 
1OLT 
LL01 
I 
O99T 
PRE 
0Sz 

Z9ZE 
IL61 
8692 
£e8 

O9FT 
8681 
60ST 


988 
bZI 
0602 


ZEFE 
SZsI 
OT0e 
8oY 

6911 
Z91Z 
till 
SORT 
rel 


"ON 


uot 784s 
Jequleyjy 


205 


UM INDUSTRY 


DISTRIBUTION PRACTICES IN THE PETROLE 


*009.-6-4A M 
‘0bL6-8-DE 
“1L286-E-NI 
"19S6-4-U 4 

“‘9086-£-V 4 
ZL96-E-A V 
“€6L6-4-V d 

“9L16-8-D V 
“9LR6-8-Vd 
‘0981T-9-Vd 
“8Z86-8-OF 
“CTI6-8-OFf 
“LL6-€-NI 

“11S6-8-4 a 
“T616-8-1'T 
“9L86-8-1'T 

“9696-2-.LV 

“G696-1-O0 

“9U88-L-0N V 

“1146-S-N V 

“0806-4+-Cl A 
‘CSt8-6-I'T 

8bL8-8-10 

*6696-f-NV 

“0296-S-V d 

“0Z96-S-V d 
“OLE6-8-1.E 

“6ERS-4-C A 
‘Z986-F- 018 








‘L196-L-H W 


‘SESE-Z-N 
‘€#6-L-A a 
“1696-8-NI 
“TEZI-F-V D 
*€026-6-O.L 
‘l4216-L-VO 
“9L86-2-1V 
“L166-6-O.L 
“1906-€-0 V 
"1289-11-09 
“p986-£-NI 
"0096-£-NI 
“S80F-4-dS 
*¢196-£-OU 
“Z996-£-0 4 
"62L6-£-OU 
‘00LE-8-D W 
“€686-8-A V 
‘Z916-8-AV 
‘9816-£-A V 
‘9FL6-4-AV 





oe ~--s09 908d *H ‘sdiidd 
cae = : —— 
| > “JTBOUTS 
: : “-“paepuey 
. ae 
u0zvUIOUL “X-d 
----="""QOBXOT, 
~Teus 
. ODO0UND ST MON 
~~" 0OTO.M 
~“OOBXOAL, 
7 





--“paepurig 
SAND 
a 


- ~-“JTeputg 

- . “--""""pIBpuBysg 

. Teds 
sdidd 

“spejoutre 
--op- 

-- - - ae 

: apeppuls 

|-- - vs “"" pIBpueig 

°- ----- “=--=-990009 

~~" T8948 





= a ~JTBpPUTS 

—o - ~-"" plBpueis 
ere "? uo yUIOY, L ‘X- 
- é . ; “Te4s 
|- . ee wenn teen 
“-""piBpuBis 
said 

--- = “"" MOLIY 

-- - , aimnd 
=: . f ayepurs 

“s - - F “oylng 
- cowesene "STO 


|-- . : =~ JTepOUIS 
wo ne-ceee-e---0--- “-"-"="DIBPUBIS 
|-- - - . ---990U0D 





-- Te[UIS 


= STO 








aes , Yoyso “V 

; —Aniprats ; Aout Z ‘d “H 

Bsuldg ssny ‘yepulyy ¥ 

; Apinig your 

- ’ Aduley sy 
‘ F . UOSJBISNE) XV 

~Auysou0yeN Allog¢ ‘UOs|T AA OUILW ‘eoue1g sommes 

Jopotle]g ULJUYy 

UudSLIBO PA 

ag RIULOLy lof 

ucsudf) Jedoy ‘iojsnyog uyor ‘soucr Bul AJ] 

, Bleyued ATV M 

““leeg oye ‘TYSMOUITUOes "YG 









uMOIG [V 
yuRAlg,O 0eqoy 
UOSIOYOL LIBUIL’T ‘SetIeg PIvApy 


ABID) JOVUCM 

or ~ UBUIpPey “PY UlAre yy 
UBUTT[eE4O WITT 
JasUI[leY XUIIME'T] 
eer ; “"""yNYOMBIyY “Ss 
- ; ~“UINYyoIey presses) 

a eee ee T¥ZpOMOUTITZ U0a’T 
Jatyez Asay] 
4 Bpoysey OWA 
JAMS OIL ‘psojpy suuoO’T “Oo 

. Zoe ysIAcC] ues yy 





- - - [BAN sopegy ‘Bums yuelg 
hes ace - -+--- Aivqsjiey ¢ 
- poweyy “Vv ‘¢ 

yepuey IV 
— -- - “UOSIBM “H A 
“““JIUTYS vor ‘PEUBCd,.O UIETIIM 
“-"usujney Alinp ‘uBsulyney ¢ 
asvene $1918 PrByory 
- - l[[e1Bo00edg aug 


cs --- -- yoyneqd “Vy would 


KOMP] [OTURC] 
=u sepuBuley uyor “yaaneN uoY 


i OUTPUBLIIY 00004 
mars : uBYRS ‘f 1910g 
“a - soyeyO Alose14) ‘JoIIspBig somEs 


---- : UOUIUITS “Mpa ‘SUOA'T WO, 


“--"--gsoull0g APPA ‘IONIAN YuBsy ‘Apooywy ed 





Vo 


Aalyer yynog 


ZpayM UMON CZLt 
IZpey YWUON 00Z 
1Zp9M UWON Fege 





AY UOSTH ees 


vAV uo ws] y 
vAY UOsly 





VAY UOS[Y UCC 
oAY ULISTH TERE 
vAY U I[W 9ILE 
vAV 104s OIZE 






oAYV UBSTIPIPY TINS G9zC 


a 


aAYy 









uRe 


VAIN Pus UISh 
IWVOrjy 4GINoY ICI 





1S WOSIPEIN ISAAK LTTS 


vAYy 


ul 


OOUTT GWON 0009 
eAVY UlvoUul’yT ZIL¢ 


AAV UpOOUNT GWON [0Zt 


vAV ujooury 


GAY dUIIME’T ZEIF 
DIUAIMB'T 189M SCRE 


aAYV 


WUIIMB'T 17127 


(ore 





VAY BUIIMB’T OFZ 1 


OAV VIUIRIR’T YON £0Sz 
“Iq XOYUS d4B'T OO 
OAV [18QUITYy YMON 00zZe 


0A 


V 9Zpey qinosg 


IAY 
AY 


@AYy 
JJOSUBZBLIBN UWON OOTE 
aAY eO0l]U0OTY 1009 
VAY AOIJUOWY CGS 
VAY ANCA 006Z 


vAYV 


OA 


VAY 


ovAV 


BAY 


Ay 


YMON 389A, 0064 
YUMON 1894 OOFF 
(MON IS9M OLE 


V %8OIVUOTY 9822 


dYNVMITIVN LOE9 
YNVM[TIA 2229 
a YNBMIT IY ; 








VOYNVMITIV OFIF 


IANBVMITPY LEE 








GRIZ 
£16 
110z 


we 


GLO 


‘ 





6211 
Sill 
9g9T 


[16 
ESE 











9008 


6921 
990T 


7 


FOFT 
QSIT 
R0F 

F092 





£eol 
662 


ROST 
ORB 
RZZ 





IN THE PETROLEUM INDUSTRY 


Ss 


~ 


= 
- 
oO 
< 
= 
a 
Z 
S 
— 
= 
5 
& 
= 
= 
R 
a 


206 


“1St6-2~1 d 
CSF6-Z-1A 
“9686-£-HO 
‘SEL6-8-VU 
“€b06-9-H DH 
‘ShL8-4-A 4 
‘LS86-€-.LS 
9T86-£-V UY 

GO0L6-8-NI 
8oR86-9-0 H 
‘61L6-£-HS 

Z868-8-1C 
“bLl6-L-Od 
“bO0b-S-A 
‘ZER6-L-OC 
"G096-S-V d 
“$8L6-£-A V 
“1h06-€-A V 
“LPL6-6-O.L 
*L9@6-£-A V 
‘Stt6-8- ¢ 
“8b86-L-Od 
‘CS86-L-1A 
“6686-£-V "I 
“PS86-L-LA 
*1006-9-H 
“6£06-9-H DH 


pat put Iw 
qow 
jing 
squid 
puelg po 
pJEputig 
lO eng 


eus 
MOLLY 
op 
p4lvpupig 
Ileus 


Peuls 
uopPUOULL, “X-q 
J1BpUlg 
Heus 
ODBX9,L, 
ZU[ZN§ (Ainosayy puviq yO) 
_ 14s 
AUO0D08 
paepurig 

op 
said 
depuis 
1eus 


pusig 


SBVBH BUIAAT 
UOSPJLETTLM 
[eive yous 
SOUIBY JUV] ‘UIBIIO oer] "MM 
LOU Sopseyo 
YOO UOppeys 
SOT 0u0J] 
110507 PlRUleg ‘ePepuRy UstIRD 
SsV] pleuog *yuly sepey 
Ol LOW OlUut S “poom yoLig }1IQoyY 
USTPOH *N *£) 
194404 “WW 
SWICITTT AA PH “Oodoy UTRTTT A 
(QLOYS oe] AUODOS) Trye9 “aH Weqoy 
02ZOIRIO[RD “X [eyo Yog 
eydeoy “Yy 
WA IW1OVF) 
UdTYVC, UDA FpaBysor) 
ULYATTINY paeyory 
UlOJUO A yUuvIy 
SLJUOC] WOQqry 
US 9X81) [GOD ywoqoy 
UOPdOF) “YY UIBITTTM 
ulyeyT ueg 
JezU9 A SepBYy YC) 
O7VBSI'T “¢ ‘JOUBA dayso’] 
sofnodojazuy opazuy 


Joq Ula py 


UMBI[POO 4 OTEO 
AVAL UOPOATIS EEzzZ 
Is QIZ8 ISAM EZE] 
IS YILS seq Zz 
tS YIBL ISOM FEPE 
IS YI6L ISbY LeRz 
IS YIBL ISOM TEST 
OSBIIN YD “IS U16L ISAM CCL] 
YVAV UOSTH 100k 
VAY UOISTH C117 
IS YAVID UWON ETL 
IS AAVID UWON cbpe 
O11) YINOS cegg 
01901) YINOS lere 
0.1991.) YINOY OFIG 
}UOUT]O 489 AA 8SZ9 
}uOU}Ug SIM 09ZO 

JUOUT[OY 

juUOW [OY 

JUOUI Og 

JUOW [Vg 
lOYoOLy cil 
LOYILV OPCt 
JOYOIY OFF 
LIYILY OCOF 
%MZpIy TINO, [HER 
YIZPeM UINOY OOTL 


1}800'T 


£Z01 
PS 
60 
8PYT 
POR 
696 


9602 
6L81 
POS | 
RPLZ 
BLE 


UG 


oq ula 








DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 207 


Mr. Posritiion. Here is soomething else. I cannot understand, 
Mr. Roosevelt, why this committee does not subpena the records of 
each and ev ery major oil company as to the fellows that have turned 
over in these places of business which is constantly there. 

The first thing for the committee to do would be to take 30 or 40 
of these changeovers at random—don’t take my word for it—ascertain 
for yourselves 30 or 40 so that no one is biased by our association. 
I would like to make that suggestion to the committee, sir. 

Mr. Roosnvert. Thank you, sir. 

Mr. Postiii0Nn. I will continue with my statement. 

Mr. Roosrve.r. I think you are on the top of page 2, sir. 

Mr. Postrui0N. I have found that hardship economic conditions 
and supplier pressures are the principal reasons they give for their 
inability to continue in business. 

The principal economic hardship mentioned is that resulting from 
‘unfair competition by the major suppliers with their own branded 
retailers. In other words—the C station problem, as these dealers 
call it. 

I would like to describe the problem to you as it exists today in 
Chicago. By the term C station I mean both commission stations 
and company operated stations. Standard Oil of Indiana has about 
60 © stations strategically located in Chicago, almost one-half of 
which are commission stations. Shell has approximately 50 C sta- 
tions in Chicago—again most strategically located throughout the 
city and IJ have evidence here to support ‘that, which I would like 
to present to the committee as evidence. 

(The document entitled “All Shell Oil—A1Il C Stations (1 or 2 May 
Change From C to Lease)” is as follows :) 


ALL SHELL OIL—ALL C STATIONS (Vv OR 2 MAY CHANGE FROM C TO LEASE)—APRIL 
29, 1957 

100th and Halsted Street 

127th and Halsted Street 

11736 South Michigan Avenue 

107th and Halsted Street 

7%h and Hoyne Avenue 

65th and Western Avenue 

79th and Western Avenue 

47th and California Avenue 

3745 West 79th Street 

82d and Kedzie Avenue 

S7th and Kedzie Avenue 

5634 South Pulaski Road 

67th and Pulaski Road 

S7th and Cicero Avenue 

7400 South Cicero Avenue 

79th Street and South Harlem 

95th and South Harlem 

95th and South Ridgeway 

Sth and Southwest Highway 

111th and Cicero 

Archer Avenue and Damen Avenue 

39th Street and Archer Avenue 

47th Street and Pulaski Road 

6300 Archer Avenue 

6555 South Cicero Avenue 

North Avenue and Harlem Avenue 

George and Harlem Avenue 

Chicago Avenue and North Washtenaw 

S7th and South Park 
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79th and South Park 

Touhy and Cumberland Road 
Toubh and Carpenter Road 
Lincoln and Devon 


On Stanard Oil (the south section of the city) the station at Harlem Avenue 


and 22d Street is company operated, effective as of April 15. Don’t know of any - 


other station on the southwest side of the city going “company owned” so far. 


Mr. Roosrvetr. At this point, the chairman is going to ask counsel 
to ask the Standard Oil Co. and the Shell Oil Go. to submit to the 
committee a map showing the locations in the metropolitan Chicago 
area of their stations differentiating the company stations, and the ( 
stations from other stations. 

(The matter referred to will be found in the files of the sub- 
committee :) 

Mr. Posriti0N. May I proceed ¢ 

Mr. Roosevett. Yes. 

Mr. Posrm110N. These two companies, through their C stations, di- 
rectly control the price at which their own retailers and all other re- 
tailers can sell gasoline. This control is accomplished, first, because 
the stations are located at strategic intersections, and, secondly, be- 
cause all the C stations have circus-type price signs showing the retail 
price of gasoline to the public. This creates a heightened and in- 
tensified public consciousness of the retail price which is established 
by these signs. 

The Shell C stations came into the Chicago area during 1951 and 
1952, with the Standard C stations coming in within the past 18 
months. 

At the time that the Shell C stations came into this area and for 
approximately a year prior thereto, the dealers’ margin on regular 
grade gasoline in the Chicago area, fixed by the forces of competition, 
was 5.9 per gallon. Now, 6 years later, with dealers’ labor and op- 
erating costs up 20 percent or more, and with the tank wagon price 
charged by the companies up approximately 4 cents (of which 2 cents 
is a tax increase), the dealers’ margin is still just 5.9 cents per gallon 
gross. The companies have been able to hol 1 down the de aoe mar- 
gin while increasing their tank-wagon prices through their power to 
rig prices by means of their C stations, which they have used to carry 
out a policy of repressing dealers’ operating margins in the face of 
cost Increases. 

Gentlemen, the dealers in this dilemma have no purchasing power. 
He buys at a pegged price, and, by golly, he sells at a pegged price; 
and that i is detrimental to public interest. 

The area I am presently talking about is one where we have had an 
old established and strong dealer association at least able to register 
a vigorous protest at such repressive measures. If this had not been 
the case there is strong evidence to support the view that the re- 
pressions would have been much more serious and that dealers’ margins 
would have even been lowered in the face of their rising costs. 

This might sound impossible, yet here is the proof: This is exactly 
what has happened in other areas of Llinois, where there has not. been 
a strong dealer organization. One such area is Germantown, IIL, 
about 10 miles outside Peoria. 

When I was through there on association business in February, the 
Shell C station in Germantown had a circus sign advertising regular 
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gasoline at 28.9 cents per gallon, while the Zephyr offbrand or so- 

called cutrate station across the street was posting a 30.9 cent per gal- 
ton price. Shell dealer stations in the area had a posted price of 31.9 
cents. How long do you suppose the regular Shell dealers in the 
Peoria area can hold their normal price and normal margin with that 
kind of price control by their own company ¢ 

Other areas in Illinois where the C station control is being used, 
not to just hold down dealers’ margins, but to actually lower them, 
are East St. Louis area, Rock Island area, Springfield area, Beards- 
town area, and Decatur area. I have personally observed these condi- 
tions in the areas named. 

The C station is the company’s device for competing with its own 
dealers. Free competition is not good enough, they want to have con- 
trolled competition with C stations, and they always use this control 
to hold down their own dealers’ margins and keep up the dealer tank 
wagon price. 

This enables them to use their dealer money to fight offbrand com- 
petition. This new procedure is even more vicious than the Chicago 
plan of price discrimination, which I described to the Antitrust Sub- 
committee of the Senate Judiciary Committee in Washington on 
March 14, 1957. 

I have here a copy of this testimony which I submit for your record, 
and I will be glad to answer any questions regarding the Chicago plan 
of price discrimination. 

(The matter referred to is as follows:) 


STATEMENT OF VicroR V. PoOsSTILLION, PRESIDENT AND Exkrcurive DIRecTtor OF 
rHE GASOLINE RETAILERS ASSOCIATION OF METROPOLITAN CHICAGO, IN SUPPORT 
oF 8S. 11 


Mr. Chairman and members of the committee, my name is Victor V. Postillion. 
I live at 1841 North Harlem Avenue, Oak Park, Ill. I am president and executive 
director of the Gasoline Retailers’ Association of Metropolitan Chicago, with 
offices in the Peoples National Bank Building, 8 North Ogden Avenue, Chicago, I1L 

My experience in the service station business dates back to 1930 when I was 
first employed as a service station attendant by the Standard Oil Company of 
Indiana. That was prior to the so-called lowa plan when all major suppliers 
operated the great majority of the service stations.as company stations. When 
the Iowa plan was put into effect, I became a lessee-operator for various major 
oi] companies and continued in that capacity until 1947. 

My interest in association activity began in 1931 and I have held various 
positions with the organization, becoming its president in 1948. The Gasoline 
Retailers Association of Metropolitan Chicago is the largest metropolitan dealer 
organization in that it bas approximately 2,800 mmebers of a possible 4,800 in 
the metropolitan area. Nine persons are employed by our organization. The rate 
of mortality—that is, the number of changeovers—is so tremendous in our area 
that we ourselves marvel at keeping our organization at its present membership. 

My statement deals with price discrimination practices by major gasoline sup- 
plying companies in the distribution of their products to service station operators. 

Now let me tell you of my personal experience in this business. During the 
time I was operating my service station and as far back as 20 years ago, a vicious 
plan of meeting competition was evolved by the Standard Oil Company of In- 
diana, the price leader in the Middle West, which came to be known in the trade 
as the Chicago plan of meeting competition. 

Under this plan, each company would subsidize 1 or 2 dealers in competition 
with an offbrand dealer, who was cutting prices, in the hope that the cut-price 
station would come back to a normal price. The subsidy to the favored dealers 
would be as much as 5 cents per gallon at the very lowest retail price, which 
price might be as much as 10 cents lower than the retail price of similar dealers 
of the same company in the surrounding area. 
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In my time, I have seen this vicious discriminatory practice foisted on re- 
tailers in Chicago and suburbs time and time again. 

At one time I operated a service station which was 20 blocks away on a main 
thoroughfare from a corner where a chronic price cutter operated a station. In 
the vicinity of this corner, my supplier had a station which the supplier would 
subsidize to meet the competition of the price cutter. During these periods of 
upset my supplier would deny me the low price that the customer of the same 
company 20 blocks away would be buying for. 

I will tell you the exact prices: 

I would pay a tank-wagon wholesale price of 23 cents for my gasoline which 
I had to sell for 28 cents in order to make a livable margin. Meanwhile, my 
supplier was selling the same gas to another of its outlets 20 blocks away at a 
price of 13 cents, which he, in turn, would sell to the public at 18 cents in order 
to meet the cut-rate competition. It is apparent to you gentlemen that he was 
selling the same gas to his customers at 5 cents less than I was buying it for 
from our mutual supplier. , 

What was the result of this vicious discriminatory practice? 

During these periods of upset I regularly lost as much as 10,000 gallons of 
sales, which was about one-fourth of my business. T wasn’t the only one. Other 
gasoline dealers—east, west, north, and south of this corner—lost business, 
Perhaps not as much as I did because I was on a main thoroughfare, but each 
lost substantial amounts of their business to this island of competition which had 
thus been created. 

The major suppliers would tell dealers that they were “teaching the cut-rate 
operator a lesson,” but actually they were not teaching him a lesson but playing 
right into his hands because the price-cutter’s volume did not decrease—he would 
actually double, triple. and quadruple his volume. And all of his increase would 
come from the normal gallonage of the stations in the same competitive area 
but outside the so-called island of competition. They were not able to cut their 
prices because they were not sold the same gasoline by their suppliers at the 
price sold other gasoline dealers on the island. 

So vou can see, gentlemen, the major supplier argument that they must be 
allowed to meet this sort of competition on this basis is very weak indeed. The 
major suppliers were not hurting the price cutter. They were just providing him 
with sufficient volume so that he would be content for a period of time. When 
the price cutter obtained that volume, he would generally raise his price on 
vasoline back to normal—to grab the profits on the enormous volume handed 
him by the major suppliers at my expense and the expense of other dealers in the 
area who lost their volume in the deal. The end result of this little price war was 
that the major suppliers would thus protect their fictitious tank wagon whole- 
sale price in the area to the detriment of the buying public. 

As you can see, gentlemen, under the Chicago plan there is no free and open 
competition but a manipulated and rigged market, which is actually not com- 
petitive, in that only a few consumers would enjoy the low price in the rigged 
market, but under true and free competition which S. 11 will tend to bring about, 
the entire population of the metropolitan area would enjoy the low price. 

Water seeks it own level and so will the price of any item seek its own level, 
where the buyers of a like commodity are able to purchase it at the same price 
at wholesale. 

Remember, gentlemen, that in any given area like Chicago there are as many 
as 800 potential price cutters—or about 15 percent of the total number of sta- 
tions. And if price cutting starts in a marketing area it does not stay restricted 
to one island of competition, as the majors would have wanted you to believe, 
but pops up all over the metropolitan area. 

The effect of the Chicago plan, gentlemen, is that the major oil companies 
meet competition with the dealers’ money. Since, if a company is giving a 
favored price to only 40 of its gasoline dealers to meet competition in 20 islands 
and that company may have as many as 1,000 gasoline dealers, 960 of these 
must meet competition out of their margin—or, in other words, with their own 
money—or go broke. 

You can see, gentlemen, that the genius who evolved this plan did not care 
much about the public or even public relations within the industry and out- 
side of it, and I can also include the companies’ stockholders who actually are 
quired to plow back their dividends to these major companies in the form 
of high retail gasoline prices. 

The public just cannot understand why it must pay 32 cents for a major 
product at one station and on the same day can see a price advertised as low 
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on 


as 25 cents or 20 cents at a station a mile away. In my own case I have had 
my customers accuse me of gouging them. Little did they know that my whole- 
sale price was as much as 5 or 7 cents higher than the price a dealer posted 
selling the same brand a mile or two away. You can see my customers and I 
were both being gouged. 

If the free enterprise system is to continue, then there should be no favored 
retailers within the same company in a given marketing area. The oil in- 
dustry would have no need in their advertisements to tell the public what a 
great industry it is. A happy dealer, who has daily contact with the public, 
would be the companies’ best advertisement. 

The great minds of the oil industry have had 20 years in which to resolve 
this question. They should have come up with a solution which would do jus- 
tice to the industry, the gasoline dealer, and the public. If they had, we would 
not be coming to you gentlemen today asking for help. I have always advo- 
cated solving the industry's problems within the industry. But if no solution is 
found there we must go outside the industry to solve our problems. The highly 
discriminatory practices, resulting in the highest mortality rate of any business, 
have made us come to you. 

S. 11 would make the so-called Chicago plan clearly illegal as a violation of 
the Robinson-Patman Act. 

What would be the result? 

The general public, the gasoline dealers and the supplying companies would 
benefit from this corrective legislation. 

The general public would benefit because the price of gasoline would seek 
its own level—which is always the most competitive price. 

The gasoline dealers would benefit in that there would be no favored dealer 
within their company, and all in the same marketing area would receive the 
same wholesale price, which would, in turn, make them competitive. 

The supplying companies would eliminate a great evil—the source of change- 
overs or dealer business failures. If this law passes, the suppliers would be 
obliged to meet competition on a nondiscriminatory basis in any marketing area, 
fairly and by giving the same wholesale price to all their retailers. What would 
be the result? 

Suppose in our previous discussion of an island of competition a price cutter 
reduced his price of gasoline and all the retailers of the metropolitan area could 
instanly and competitively meet that price, not just a favored few retailers in 
the immediate vicinity of the price cutter. Would the price cutter gain any 
gallonage? 

No: because the general public could purchase the product any place in the 
metropolitan area at substantially the same price as offered by the price cutter. 
Therefore, there would be no reason for anyone to become a promiscous price 
cutter selling below cost—as he could not thereby gain volume. 

The effect would he a stable market, where the only increase in gallonage 
would come from better and more efficient service to the public. 

Will this work? Yes. 

In Chicago in 1950 a gasoline price war started. The companies began meet- 
ing competition on a discriminatory basis, creating islands of competition. This 
angered the dealers so much that in a mass meeting we held at which over 2,000 
dealers were in attendance and the great majority wanted to close all the sta- 
tions in protest. But our attorney, Mr. James L. Griffin, was present, and 
described our rights under the Robinson-Patman Act, and how these rights were 
being violated by price discrimination. At this meeting it was then decided by 
the dealers that each should send the legal department of his supplier a letter 
demanding equal treatment. This was done. 

The following is a letter which was sent: 


LEGAL DEPARTMENT, 
Major Orn ComPAany, 
Chicago, Ill. 

GENTLEMEN : Kindly make available to me the lowest price at which you sell 
your petroleum products to other dealers in the metropolitan Chicago market. 

Information has reached me that you are making secret price concessions to 
many of your gasoline retailers in this marketing area. The uses of these con- 
cessions or “subsidies” result in your selling your gasoline to your favored 
dealers at a price which is lower than you are selling the same gasoline to me. 
I submit that these secret price concessions not only discriminate against me 
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but are grossly unfair to the automobile drivers and owners in my neighborhood 
who have been buying your gasoline through me. 

Your discriminatory prices definitely violate section 2 of the Clayton Antitrust 
Act as amended by the Robinson-Patman Antiprice Discrimination Act. 

Your granting of secret price advantages to some of your dealers is not only 
illegal but is obviously unfair since all of your dealers in this area compete both 
with each other and with all of the other dealer stations selling other brand 
gasoline. 

Your discrimination in favor of my competitors has deprived me of the ability 
to compete on equal terms and has resulted in injury and damage to me and my 
business. 

I request that you cease these grossly discriminatory practices and that you 
extend to me the lowest price given your most-favored dealers so that I may 
continue to compete freely and fairly in this market in the sale of your gasoline, 

Yours truly, 
, Orwoner. 
Station name 
Address —_--- ‘ oa 


Notre: 1. Original copy to supplier. 

Copy to Jas. L. Griffin of Griffin, Gallagher & Griffin, attorneys for 
the Gasoline Retailers Association of Metropolitan Chicago, Suite 
509, 11 South La Salle Street, Chicago 3, Ill. 


3. Copy to be retained by station owner. 


As a result of this letter going to the legal departments of all the major 
suppliers and our decision to seek legal protection for our rights under the 
Robinson-Patman Act, the companies were compelled both by this letter and 
adverse public opinion to grant the same price to all gasoline dealers in the 
Chicago metropolitan marketing area. 

What happened? The moment all received the same buying price, the price 
war ended. 

But as members of the committee know, just 1 year later, gasoline dealers’ 
rights under the Robinson-Patman Act vanished with the Supreme Court decision 
in the Standard-Detroit case. By that decision “meeting competition” which 
drives the dealers out of business and creates absolute major oil company 
monopoly is made lawful. After that decision, as dealers all over America who 
have been forced out of business through price discrimination know, the major 
oil companies and the Federal Trade Commission alike treated the Robinson- 
Patman Act as a dead letter. 

Gentlemen, isn’t it about time to put back the protection which the Robinson- 
Patman Act gave us, and which the Standard-Detroit decision took away? With 
a third of the Nation’s service station operators failing in business every year, 
and with price diserimination causing thousands and thousands of these failures 
every year, we ask you to give us back the Robinson-Patman Act by adopting 
Senate bill 11, the equality of opportunity bill. 

Based upon our experience this corrective legislation is absolutely necessary 
to the dealers in our industry. 

I think you gentlemen are aware of the major suppliers’ campaign against the 
bill. The major oil companies have a perfect right to lobby against this bill. 
But they do not have a right maliciously to deceive and pressure their dealers 
into writing letters stating that the dealer is against this bill, which is in the 
dealers’ interest. 

In Chicago the companies have organized meetings of 25 or so dealers and 
filled them with pure hogwash concerning the bill, implying with untrue state- 
ments that the passage of this bill would be against their better interests—and 
stating to the dealers that it would be a good gesture on their part to prove to 
the company salesman that the dealers had sent letters to their Congressmen 
against the bill. 

These retailers have been deceived and pressured to send such communica- 
tions. Remember, they are generally captive lessees, who cannot individually 
and freely express their sentiments, They must rely on their representative 
association heads to speak for them. And I so speak—even though I, too, may 
be subject to reprisals. 

I earnestly and sincerely request the early adoption of this corrective legisla- 
tion. 

Thank you. 
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Mr. Postitti0n. To prevent the unfair competition involved in 
station operation which we have experienced, we recommend sate. 
tion of legislation divorcing major gas suppliers from the function 
of ret tailing, though not ia the ownership of retail facilities, and I 
will qualify that because I don’t believe Congress would create a 
Small Business Loan Association so that these dealers could buy their 
own stations and pay them off as rent. 

To more effectively prevent the abuses of the Chicago plan and 
other forms of destructive price discrimination we recommend adop- 
tion of the equality of opportunity bill, S. 11 and H. R. 11. 

Next to the commission station problems, the problem of which our 
members have the largest number of complaints is TBA pressure by 
gasoline suppliers. That is, full line forcing of the suppliers’ motor 
oil, antifreeze, tires, batteries, accessories, et cetera, on the lessee dealer 
and denying the lessee the opportunity to buy competing merchandise. 

Different companies have different methods of applying TBA pres- 
sure. 

Take Standard Oil of Indiana, for instance. Here are their meth- 
ods. Quotas are established for every lessee dealer and these quotas 
are spelled out to each lessee by his company salesman, and this is 
something, gentlemen, you want to consider. Mind you, the Chicago 
plan isn’t only working on gasoline. It is also working on TBA 
products. These quotas are so high that although the better dealers 
are able to sell the merchandise they are required to take, there is no 
opportunity for a competing automotive supplier to sell them. 

In the case of the below-average dealers, these dealers are not even 
able to sell their required quotas so they are forced into destructive 
cut-price tactics to get rid of the tires, et cetera, which the company 
has obliged them to take, thus ruining the market for the better 
dealer and forcing them also into eut-price competition. This system 
works to cut dealers’ normal margins on TBA much as the commis- 
sion station setup works to force dealers to sell gasoline at cut prices 
while paying the full tank-wagon price to the ‘supplier , and at this 
point, because of the pertinent information in this booklet by Morden 
Lazarus, I would like to submit this Oil and Turmoil booklet for 
the record. 

Mr. Roosrevevr. Is that for the study of the committee, Mr. Postil- 
lion ? 

Mr. Postriui0on. Yes. 

Mr. Rocsrveit. We will accept it for the file of the committee. 

(The document will be found in the files of the subcommittee. ) 

Mr. Postititi10on. This is the reason we support legislation to prohibit 
suppliers taking commissions on TBA which is forced on their serv- 
ice-station operators. When you considel ‘the economic hardships of 
this business from the operators’ standpoint, you surely must agree 
that the dealers should have the full margin on their TBA business 
and not have to submit to the companies taking a commission away 
from their profit. What the companies are squeezing out of their 
dealers’ TBA sales in commissions would be part of the dealers’ 
meager profit if there were a free competitive market in TI 

In this statement I have given you the things I have Seanad from 
personal experience, personal knowledge, and observation about con- 
ditions in the retail petroleum industry on the four problems dis- 
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cussed, namely, and, gentlemen, I have just about 30 years’ experience 
and operated 7 stations of my own. 

These are the main points here: 

‘ High dealer turnover due to economic hardship and pressure. 

2. Unfair competition by company-operated and commission sta- 
tions. 

: Price discrimination—the Chicago plan. 

TBA pressure. 

You realize from other testimony that these are not the only prob- 
lems. Others are the uneconomic overbuilding of service stations, 
short-term leases, domination of lessees as to business methods, the 
jobber-retailer problem, and others. 

However, I have discussed only those problems for which specific 
remedies have been proposed in Congress, and which our members 
endorse. 

In coming here today, I have felt a sense of great responsibility 
because the dealers for whom I speak, to a very great extent, due to 
the danger of reprisal, are not free to be here and speak for themselves 
individually. 

Those who have come with me, like myself, are doing our best to 
give you the facts you need to make recommendations on the legisla- 
tive proposals which have been introduced. 

In your considerations, we ask you to remember the thousands of 
dealers in this area, and other areas as well, who so desperately need 
your help and the protection which adoption of these bills will bring. 

I thank you. 

Mr. Rooseverr. Thank you, Mr. Postillion. Do you want to ask 
your dealers to state for the committee record the number of years 
that they have been in the business ? 

Mr. Spasosevicn. I have been in the business close to 20 years. I 
spent 9 years with Standard Oil and the last 2 years now w ‘ith Phil- 
lips. In other words, I have had 11 years of lease operations. 

Mr. Swirzer. I have been with Shell for 2 years. 

Mr. Kenneru Hanson. I was with Standard Oil 10 years and have 
been with Texaco for 3 months. 

Mr. Postmu10N. That is it. I would like to have Mr. Hanson give 
his testimony, which is directly concerned with mine. 

Mr. Roosevetr. Is it short ? 

Mr. Posrmu10n. Yes; it is short. 

Mr. Hanson. It is not too long. 

Mr. Posritiion. Here is a better dealer, one of the very best dealers 
that Standard Oil Co. has had; and let’s hear what has happened to 
him. 

Mr. Roosrvetr. You may proceed. 


TESTIMONY OF KENNETH L. HANSON 


Mr. Hanson. I entered the service-station business in December 
1946 as a lessee dealer of the Standard Oil Co. My station was located 
on the northwest corner of Harlem and Northwest Highway, in 
Chicago. 

This was a new location for the Standard Oil Co. and I was the 
first dealer to operate this station. Our office was located in an old 
real-estate building on the main corner of the lot. I was promised 
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a new lubrication building the following spring. Three years later 
the building was finally built. I paid Standard Oil Co. one-half cent 
per gallon rent for the first 2 years, eight-tenths of a cent for the next 
2 years, 1 cent per gallon plus $60 per month for the next 3 years, 
11, cents plus $75 per month for my last 3 years in that location. 

‘Bach year or two as the business improved I received an increase 
in rent, t and overhead by the Standard Oil Co. This was my reward 
for improving the business for my supplier. 

My business lease with Standard Oil Co. was only for a 1-year 
period with a 10-day cancellation clause. It was renewed at their 
option, at the end of ans sar: or if the rent was to be increased the 
lease was canceled and a new 1-year lease prepared with the increased 
rental on it. 

During my 10 years in business with Standard Oil Co. my hours 
of operation were constantly being yay cn by company manage- 
ment. My business hours were from 7 a. m. till 10 or 11 p- m. daily, 
8a.m. until 9 p.m. on Sundays and holidays. 

The Standard Oil Co. salesmen, sales managers, and assistant 
managers were continually putting pressure on me » for 24-hour opera- 
tion. In July of 1950, I was told by my Standard Oil Co. salesman, 
Wally Blott, and his immediate boss, Mr. McC arte, that I would have 
to keep my station open 24 hours for ‘the month of August if I wanted 
a new lease in November. 

I showed them figures on paper how I would have to pump the 
came amount of gas on that extra night shift as I did on the 8-hour 

lay shift just to meet the added expense. They told me not to worry 

about the expense, that Standard Oil Co. would adjust my losses. 
My loss for the month of August was approximately $380. My 
adjustment from Standard Oil Co. was only $120. It cost me $260 to 
satisfy Standard Oil Co. so I could hope for a new lease to stay in 
business another year. 

The first of each new year the Standard Oil Co. salesman came 
around with my quota of oil, tires, and accessories. Durin January 
1954 I was told that I was to order 200 tires from Standard Oil Co., by 
William Morrison, who was then my salesman. I signed an order for 
less than 100 tires and was told that this might jeopardize my lease 
when it came renewal time. 

Mr. Roosrvert. Who told you that? 

Mr. Hanson. Mr. Morrison, 

Mr. Roosevett. Continue. 

Mr. Hanson. During November 1954, Mr. Morrison told me several 
times that my lease would be canceled because the Standard Oil Co 
wanted an increase in rent and 24 hours operation at my station. I 
received my cancellation notice as had been threatened. I told Mor- 
rison that T w ai not agree to the new lease terms of increased rental, 
nor would I operate on a 24-hour basis. Mr. Morrison brought several 
new dealer prospects out to look over my station during this can- 
cellation period. 

The day before my lease ran out I went to Standard Oil Co. offices 
and talked with Mr. Bob Roe, sales manager over Mr. Morrison. He 
told me that although I was an independent businessman, I was too 
independent; the company could not control me. 

After bickering in his office all morning, I agreed to accept the 
increased rental stated in the new lease. And to extend my operating 
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hours 2 hours daily. At this very same time directly across the street 
from my station a Standard Oil Co. jobber, Beck Oil Co., was rebuild- 
ing his Standard Oil gas station into a super wash rack and multi- 
pump gas station; selling the same brand of gas and oil as my place, 

In January of 1955 a new salesman was assigned to my station, a 
Mr. Don Oleen. He said he expected a much larger order than I had 
placed with the previous salesman. Furthermore, I was to remove 
all competitive 1 erchandise from my shelves and get rid of it, as it 
was against Standard Oil Co. policy. 

He also stated that I was out of line on my gas prices, because I was 
getting one-half cent a gallon more than the Standard Oil Co. jobber 
clirectly across the street and the other Standard Oil Co. stations in 
the area. He also said I was to put up price signs showing the price 
as it should be; not my price. 

I would not do this for Mr. Oleen, and I was again told that I 
would surely lose my lease this time. 

On or about November 19, 1956, the new salesman, Mr. Bryan 
Moats, and his boss, Mr. Jack McCarte, called on me and told me that 
my lease would not be renewed. ‘They said that my station was going 
to be turned into a company-operated training station. I rec eived 
my 10-day lease cancellation notice that same afternoon. I assumed 
that this was another pressure bluff by Standard Oil to bring my price 
in line to their way of thinking. I called Mr. Don Trainor, sales 
manager, and he confirmed what Mr. Moats and McCarte stated. 

J went to the Standard Oil Co. downtown office to see Mr. Emmons, 
assistant manager—Chicago office of Standard Oil Co., to find out 
why my station had been picked for a training station. He said it 
was because of the location and facilities. At this same time 1 mile 
north of my station Standard Oil Co. was building a brand new sta- 
tion with facilities identical or better than mine. One mile to the 
east they have a station with facilities identical to mine. This station 
has been operated by the sixth or seventh dealer in 5 years. One mile 
south they were rebuilding a station with brand new facilities operated 
by the fourth dealer in 4 years. I was the oldest Standard Oil Co. 
dealer in my area, which includes over 10 Standard Oil Co. stations. 

Mr. Emmons said that I was a good dealer, way above the average, 
my station was cleaner than the average, but I was too strongly op- 
posed to operating according to Standard Oil Co. policy. 

He also said that the company was having trouble finding good deal- 
ers, yet he had no qualms about canceling the lease of a good dealer 
to put in company operation to supposedly train men to be good 
Standard Oil Co. dealers. 

In my opinion, my lease was canceled, pect ause I refused to submit 
to Standard Oil Co. pressure to sell my gas at their suggested prices. 
Also because I would not post these prices on huge price signs along 
the curbs. It was also because I would not extend my hours of opera- 
tion according to their dictates, and I carried lines of merchandise 
that did not bear the Standard Oil Co., or Atlas Supply Co. labels. 

My business was canceled and my livelihood taken away because I 
was “an independent businessman”—too independent to be controlled 
by the big Standard Oil Co. 

= is my contention that my station was taken over by Standard Oil 

. to control the retail price of gasoline in that particular area. 
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Immediately after taking over the station the gasoline price was 
dropped sixth-tenths cents per gallons by Standard Oil Co. and large 
price signs were posted showing this new price. The station immedi- 
ately went on 24-hour operation with double the manpower that I 
operated with. Their gasoline sales for the first 3 months of opera- 
tion, 24 hours per day, did not equal my figures for a 15-hour opera- 
tion. There is no sign ‘of personnel training at this station during the 
4 months I have closely watched this company operation. 

After building a new business from 5,000 gallons a month to 25,000 
gallons per month for a supplier there should be more of a reward for 
the 10 years of sound, industrious business operation than a piece of 
paper stating “lease canceled.” 

There is something lacking in the laws of our country and in general 
business ethics when the small-business man meets this end. 

Thank you. 

Mr. Roosrverr. Thank you, Mr. Hanson. Mr. Hanson, I believe 
you also submitted certain letters, which I will ask counsel to describe. 

Mr. Hanson. I furnished Mr. Nellis with several letters, which 
copies were forwarded to Standard Oil Co. by people who were cus- 
tomers of mine from 5 to 10 years that I was in business on that corner 
stating their ideas or recommendations and objections to the cancela- 
tion that I was dealt by Standard Oil. 

Mr. Netuts. I have examined these letters, and I think they bear on 
the question as to whether or not this particular gentleman was a 
dealer representing Standard Oil in that territory who had made good 
consumer contacts, and who apparently representing the company 
well. I think they should be submitted to the record. 

Mr. Roosrvetr. Mr. Hanson, I presume these are copies of letters? 

Mr. Hanson. They are the only copies I have. I would make copies 
and submit them as evidence, if you desire. 

Mr. Roosrverr. Do you certify that these are accurate and true 
copies of letters in your possession ! ¢ 

Mr. Hanson. Yes, I do. Those are only a few. Standard Oil has 
many more, of which I did not receive copies. 

Mr. Roosrverr. They will be accepted for the file and included 
the record at this point of the testimony. 

(The documents above referred to are as follows :) 


W-R SIMMER Co., 
Chicago 47, Ill., November 30, 1956. 
Mr. Rosert E. WILson, 
Director, Standard Oil Co., 
910 South Michigan Avenue, 
Chicago 80, Ill. 

DeEAR Mr. Witson: It has just come to the writer’s attention that after many 
years of dealing with Mr. Ken Hanson, he is about to lose his lease on the 
Standard service station at Harlem Avenue and the Northwest Highway. 

I have known Ken Hanson and have been dealing with him since he started 
in that small building back in 1946. I would like to call your attention to the 
fact that it is not a mere matter of luck that he is now operating that large 
station which at the present time occupies the northwest corner of the highway 
and Harlem Avenue. 

Mr. Hanson is not only a good businessman but a fine operator who knows 
how to please his customers, goes all the way out to satisfy them, and bends over 
backward to see they are properly serviced. 

My monthly account with Mr. Hanson is substantial as I operate 6 trucks and 
3 automobiles. Needless to say we have maintained this account because of 
the service rendered by Mr. Hanson. 
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I am sure you are interested in the above facts since in this day and age you 
must realize that good operators are hard to replace. 

Would you be so kind as to reconsider your decision to cancel this lease? I 
sineerely believe that his many neighborhood accounts would be very pleased to 
know he was going to stay at Harlem Avenue and the Northwest Highway. 

Very truly yours, 
Louis CopPpoLeTta, Owner. 


Moroney & YOUNG, 
Chicago 31, [l., November 20, 1956. 
Mr. Rosert EF. WILson, 
Director of Standard Oil Co., 
910 South Michigan Avenue, 
Chicago 80, Til. 


DeaR Mr. WiLson: We have been recently advised that Mr. Kenneth Hanson, 
of Hanson’s Standard Service, has lost his lease with your company. We wish 
to inform you that it was with great regret, on our part, to receive word of this 
termination. 

Our dealings, which have been exclusive, with Hanson's Standard Service have 
been pleasant and satisfactory to the highest degree. Any changes contemplated 
by you cannot, by any stretch of imagination, improve the superb and excellent 
service to which we have been accustomed. In the event Kenneth Hanson leaves 
your service we shall be obliged to make changes accordingly. 

We are certain, therefore, that if you are properly apprised you will recon- 
sider this matter before a final disposition is made. 

Very truly yours, 
Moroney & YOoOuNG. 

P. S.—Hanson’s Standard Service is located at 6405 Northwest Highway, Chi- 
eago 31, Ill. 


6833 West HIGHLAND AVENUE, Cnicaco 31, ILL., 
November 24, 1956. 
Credit card No. 11C0602 099. 
Mr. Rosert E. WILSON, 
Chairman of the Board of Directors, Standard Oil Co., 
910 South Michigan Avenue, Chicago 80, I11. 


DeAR Str: It has just come to my attention that you have given Mr. Ken 
Hanson, owner of the Standard service station located at Harlem Avenue and 
Northwest Highway, notice to vacate the premises at the end of this month. 

I have been living in this neighborhood for 5 years and was very happy to find 
a service station to meet my needs. I cannot do without my car from 7 a. m. 
to 5 p. m. 6 days of the week, but Ken always managed to give me prompt and 
courteous attention when my car needed servicing. He even took care of it on 
Sunday, and if he was busy two of his assistants—Ches or Bob—were always 
on hand. I could always leave my car at Ken’s station and know that it would 
be well taken care of. 

How in the world can you take a man’s livelihood away from him on such 
short notice, especially when he and his associates are such a credit to this 
neighborhood? If you need a training station why not find one that is at an 
out-of-the-way place. You can be sure that Ken’s customers will never trust 
their cars with a group of trainees. Ken has worked hard to build up his 
business, and then you come along at the peak and take it away from him. 

We have a Sinclair station closer to our home that has been begging for our 
business, and if you go through with this change I guess the only alternative 
for me is to apply for a Sinclair credit card: and cancel my Standard one. 
Incidentally, I have had a credit card with your company for a number of years. 

I always thought that Standard Oil dealt with friendly service and gave the 
customer what he wanted. If so, prove it by giving Ken Hanson his lease back. 

Yours truly, 
MARTIN MEYER. 
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CuHIcAGO 31, ILL., November 20, 1956. 
Mr. F. .O. Prior, 
President, Standard Oil Co., 
Chicago, Till. 

Dear Mr. Prior: On my way to business this morning I stopped to have my car 
serviced at Hanson’s Service Station, 6405 Northwest Highway, Chicago. I was 
dismayed to learn that your company had canceled the lease of Kenneth L. 
Hanson, the owner. 

I do not know the details of your business arrangement with Mr. Hanson, but 
it would seem to me that the Standard Oil Co. would suffer a great loss in 
business, prestige and service to the community, if it allows Mr. Hanson to re- 
linquish his interest in this service station. 

I have lived in this community for 7 years, and, like all newcomers, visited a 
number of Standard service stations—looking for one that would be dependable 
and give me good service. There was keen disappointment in all instances re- 
garding the service or conduct of personnel and management, until I discovered 
Hanson’s Service Station. 

Mr. Hanson has used discrimination in selecting his personnel; he has trained 
his men to be cordial, courteous, and helpful—which, I believe, is the basis of good 
business relations. He is always available in emergencies; he stands behind 
his repairs and equipment; actually, I don’t recall ever having asked for any 
service of Mr. Hanson or his employees that it has not been rendered quickly, 
efficiently, and courteously. 

Mr. Hanson did not ask me to write this letter. This is my own personal feeling 
as one who has come to rely upon his advice and recommendation in the operation 
of my car, and I feel that it would be a decided advantage to the Standard Oil Co. 
if it would again weigh all the facts involving Mr. Hanson’s lease in an effort to 
arrive at a fair and equitable adjustment for your company and Mr. Hanson. 

Yours very truly, 
Mrs. Avice L. De WITT. 


ec. Mr. R. B. McFarland, 20 North Wacker Drive, Chicago; Mr. K. L. Hanson, 
6405 Northwest Highway, Chicago. 


NOVEMBER 28, 1956. 
Subject: Hanson’s Standard Service, 6405 Northwest Highway, Chicago 31, Ill. 
Mr. Rosert BE. WILson, 
Chairman of the Board, Standard Oil of Indiana, 
Chicago 80, Ill. 

DeAR Mr. WILSON: I have viewed with great concern the establishment of a 
training station at the above address. I also feel, with deep regret, the manner 
in which this was accomplished. 

i Lave used the Lacitities of this station for the past 2 years (since I moved into 
this neighborhood). I have found the service to be of the highest caliber, com- 
mensurate with the whole Standard Oil system throughout the United States. 
I have held a Standard Oil credit card for the past 4 years in West Virginia, 
Wisconsin, and here in Chicago. If there were more facilities and personnel such 
as exemplified by Hanson’s Standard Service, they, in themselves, would be the 
best means of advertising for your corporation. I can count the men in this 
station among my best personal friends, rather than merely service station 
attendants. I have not found their spirit of service and technical knowhow 
anywhere else in this city or in other cities that I have visited. In other words, 
this is a “top notch” group of men. 

If, however, your present plans materialize and this station does become a 
training station, I feel my conscience compels me to forward my credit card to 
your credit department, for I shall have no further use for it. By way of statis- 
tical information I have checked my personal records and find that in the last 
18 months I have spent $450.86 using my Standard Oil credit card. 

A corporation is judged by the men who serve it, and when these men are 
treated unfairly it makes one question the executives and the policy of the 
organization. As there are a great many people in this neighborhood who are 
also concerned about this change, we would appreciate your review of this 
matter at your earliest convenience. 

Respectfully yours, 
J. D. McKEown. 


Cuicaco $1, ILL. 


92285—57—pt. 4-15 
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Haypock CASTER Co., 
Morton, Grove, Ill., November 26, 1956, 
Mr. Rosert E. WILSON, 
Standard Oil Co. 
910 South Michigan Avenue, Chicago 80, Il. 


DEAR Mr. WILSON: It was with a great surprise and consternation that today 
I learned that you were canceling Mr. Ken Hanson’s lease on his Standard sta- 
tion at 6405 Northwest Highway which is run under the name of Hansons 
Standard Service, to be effective November 30. 

In the first place there was only 10 days given to Ken. Does that represent 
1 day for each of the 10 years that he was building up his trade or was that 
your customary generous terms of business’ The excuse of using that particular 
station for a training school is a lot of hogwash and you know it. In the first 
place if that is going to be the case, very few customers will care for this type 
of service. 

Gasoline is gasoline no matter where it is bought and yours is no worse or 
better than others and while my account with Standard is small, only amount- 
ing to between $50 and $90 monthly, you may rest assured that this will be lost 
to you along with our requirements for delivery trucks. My credit card number 
is 1100385—055, made out to my name. I should like to hear from you regarding 
your reasons for this un-American action as soon as possible. 

Very truly yours, 
Haypock CASTER Co., 
RAYMOND HAYDOCK. 


> 


CuicaGo, ILu., November 20, 1956, 
Mr. Rosert FE, WILSON, 
Chairman of the Board, Standard Oil Co., 
910 South Michigan Avenue, Chicago 80, Til. 


My Dear Sir: It has come to my attention that your company is planning 
to preempt Mr. Hanson’s service station at the corner of Northwest Highway and 
North Harlem Avenue for a training station. I wish to add my protest to the 
hundreds of his customers. We depend on Mr. Hanson, need I say more? But 
I shall. It is this sort of thing that is hard to argue down when my democratic 
friends start on their theme of “big business swallows up the little guy.” It 
just can’t happen. 

Since Mr. Hanson has built up such marvelous good will for your company, 
it is inconceivable that you can’t find some other station for your training pro- 
gram. His is the only Standard station in the neighborhood whose owner we 
can absolutely trust, and he has trustworthy employees who have always given 
us good service. Believe me, I want no trainees working on my car. 

Mr. Hanson has proved himself to be that rare type, absolutely trustworthy 
and extremely pleasant on all occasions, and under all types of conditions. His 
public relations are excellent, and it will work an added hardship for those of 
us who are completely ignorant of the workings of a car to find another service- 
man whom we can trust so implicitly. 

With the sincerest wish that your company will reconsider its plans for this 
particular station, 

Iam, 

Very truly yours, 
Mrs. Harovp A. MEIMERSTORF, 
6075 North Neva Avenue, Chicago, Ill. 


MoErRS EXPRESS, 
Chicago, Ill., November 28, 1956. 
Mr. RoBERT WILSON, 
Standard Oil Co., 
910 South Michigan Avenue, Chicago 80, Ill. 


DrAR Mr. WILSON: I have always known that the monopolistic views taken 
by big business were narrow and demanding. However when the Standard Oil 
Co. decides to abrogate their agreement with a gentleman as fine as Ken Hanson, 
I believe they should hear the protests of those other than Mr. Hanson who stand 
to lose out. After 10 vears of faithful service to your company, a pink slip doesn’t 
seem like a fitting reward. 
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We estimate that our family and firm do about $200 worth of business monthly 
with Mr. Hanson. It is our full intent to follow Mr. Hanson and seek out his 
service wherever he may locate. You see, it seems a bit hard to conceive that 
a group of trainees could duplicate the fine personalized service given to his cus- 
tomers by Ken. This doesn’t even seem like good business. 

I understand that Mr. Hanson has been offered the job of trainer at the 
station. This would surely be a feather in your hat. Don’t you think, though, 
that Mr. Hanson might not be a good risk to have teaching potential station 
managers? He surely could give them an earful of what type of reward they 
might expect on their 10th anniversaries. 

Sincerely yours, 
LESTER J..Morrs, President. 


CnicaGo, Itn., November 26, 1956. 
F. O. Prior, 
President, Standard Oil Co (Indiana), 
910 South Michigan Avenue, Chicago 80, Ill. 


Drar Sir: Each year Standard Oil Co. spends considerable sums of money on 
advertising. Not only do you stress the sale of your products but also the 
efficient and courteous service offered the customer by Standard dealers. On 
Monday’s Fahey Flynn interviews one of the Chicagoland’s dealers on Standard’s 
weather and news program at 10 p. m. on TV channel 2. These dealers are por- 
trayed as local independent businessmen who are a credit to their community. 

Until recently, I went along with this theory as I have pafronized a neighbor- 
hood station, Hanson’s Standard Service, located at the intersection of Harlem 
Avenue and Northwest Highway, during the past 3 years. Ken Hanson was one 
of the dealers who has appeared on the aforementioned program and to my way 
of thinking was the typical type of dealer. Ken was a local boy who leased the 
station when released from service almost 10 years ago building up a small 
station into a real thriving business. This was done by hard work, courtesy, 
efficient service, and above all an excellent personality. Actually I believe 
the personality and service of a neighborhood station dealer is more important 
than the products sold. 

Last week I learned that Ken’s lease will not be renewed—no reason furnished. 
Apparently his reward for being a successful businessman: and Standard Oil 
booster is to be kicked out at the whim of big business. This leaves a bad taste 
in my mouth and I’m sure many other of Ken’s customers feel the same way. 

Naturally I am not so naive as to believe my business or goodwill has much 
effect on the overall business of Standard Oil Co., Indiana, but believe me by the 
same token their products are far from being indispensable to me. If this action 
represents standard practice of dealing with lessors of your stations, surely the 
purpose of your advertising is being defeated. If Ken Hanson is fortunate 
enough to be able to relocate in the same area I will continue to patronize Ken 
rather than the Standard Oil Co. 

Yours truly, 
JOSEPH J. GENISER. 
NOVEMBER 26, 1956. 
STANDARD OL Co., 
910 South Michigan Avenue, 
Chicago 80, Ill. 
(Attention, Mr. Robert E. Wilson, chairman, board of directors). 


Dear Sir: The writer can only assume that in your position you have not had 
the time to meet the operator of your station at Harlem and Northwest Highway 
(Hanson's Standard Service). 

He has been there for about 10 years, and I have been a steady customer there 
for the past 4 years. 

Iam one of those fussy customers that demands meticulous service and atten- 
tion to detail in the maintenance of my automobile. 

Mr. Hianson and his employees have given me this service. Ken, as I now 
know Mr. Hanson, has been an outstanding representative for, and a credit to, 
your company. 

_ Whenever I needed a push on a cold winter morning, or a lift to the train when 
lL left my car for service—or any other service which would be considered above 
“the nsual, he would cheerfully oblige. 
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Ken has informed me that your company has advised him that he must be out 
by November 30 of this year. I also saw the mimeographed form letter he 
received. 

I am certain, that if you knew the facts as I do, you would rectify this situation 
in some way, as undoubtedly, his termination would be a definite loss to your 
company. 

Standard Oil is a big business and the effect of this particular situation will 
not be reflected in your financial statement. However, it seems that if this ig 
your policy, there should be some concern for the future. 

Thanking you in advance for your consideration in this matter, I remain, 

Very truly yours, 
GEORGE E. ScHULTz. 

Credit Card No. 11C—802-57R. 

CuHicaco 31, Il. 


(The following affidavits have been received from the Standard Oil 
Co. (Indiana) concerning the testimony given by Kenneth L. Han- 
son :) 


STATE OF ILLINOIS, 
County of Cook, ss: 


AFFIDAVIT OF JOHN JAMES McCARTE 


I, John James McCarte, being first duly sworn, depose and say: That I am a 
special representative in the sales department of the Chicago division of Stand- 
ard Oil Co., an Indiana corporation. My office is at 20 North Wacker Drive, 
Chicago, Ill. That I have read the testimony of Kenneth L. Hanson before Sub- 
committee No. 5 of the Select Committee on Small Business, United States House 
of Representatives, at a hearing in Chicago on May 1, 1957. 

Mr. Hanson testified that in July of 1950, I and Wallace Blott told him that 
he would have to keep his service station open 24 hours a day during the month 
of August if his lease was to be renewed. I flatly deny having told Mr. Hanson 
any such thing. Mr. Hanson’s station was under my jurisdiction for a maxi- 
mum period of a month and a half during 1950. I recall having one conversa- 
tion with Mr. Hanson at that time and that conversation neither concerned his 
lease nor 24-hour operation of his station. 

JOHN JAMES McCaRrTE. 


Subscribed and sworn to before me this 24th day of May 1957. 
[SEAL] WrLLiAM C. Heap, Notary Public. 


STATE oF ILLINOIS, 
County of Cook, ss: 


AFFIDAVIT OF WALLACE BLOTT 


I, Wallace Blott, being first duly sworn, depose and say: That I am a special 
representative in the Chicago ,division of Standard Oil Co., an Indiana corpora- 
tion. My office is at 20 North Wacker Drive, Chicago, Ill. I have read the 
testimony of Kenneth L. Hanson before Subcommittee No. 5 of the Select Com- 
mittee on Small business, United States House of Representatives, at a hearing 
in Chicago on May 1, 1957. 

Mr. Hanson testified that I and Mr. James McCarte told him in July of 1950 
that he would have to keep his service station open 24 hours a day during the 
month of August if his lease was to be renewed. I recall having a conversation 
with Mr. Hanson at approximately the time he mentions. However, I was not 
accompanied by Mr. McCarte; neither did I make any statement concerning the 
renewal of Mr. Hanson’s lease. 

I told Mr. Hanson that we were of the opinion that his station had a much 
greater potential than he was achieving and that we believed that his failure to 
maintain hours of operation competitive with those of stations in his vicinity 
might be responsible for his failure to achieve his potential. I suggested that 
perhaps 24-hour a day operation during the summer months would be beneficial 
to him. Mr, Hansom seemed to feel that he would lose money on 24-hour opera- 
tion. I told him that, of course, whether he tried 24-hour operation was up to 
him, but that the company in order to assist him in testing the matter, would be 
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willing to assist him in meeting a portion of whatever loss might occur. As a 
result Mr. Hanson stated his willingness to try 24-hour operation for 1 month and, 
in fact, did so. 

Mr. Hanson testified that during the 1 month of 24-hour a day operation he 
suffered a loss and appeared to feel aggrieved that Standard Oil Co. had not 
reimbursed him for the entire amount of the loss. I made no promise of any 
sort to Mr. Hanson to reimburse him for the entire amount of any loss. Further- 
more, it is highly unusual to offer even partial reimbursement, and it was done 
in Mr. Hanson’s case only because we felt that 24-hour operation would definitely 
increase his gallonage. I believe that it would have done so had Mr. Hanson 
remained on that basis longer than he did. 

WALLACE BLorr. 

Subscribed and sworn to before me this 24th day of May 1957. 


[SEAL] Wriiiiam C. Heap, Notary Public. 







STATE OF ILLINOIS, 
County of Cook, ss: 


AFFIDAVIT OF Rospert F,. EMMONS 


1, Robert F. Emmons, being first duly sworn, depose and say: 

That I am assistant manager of the Chicago sales division of Standard Oil Co. 
My office is at 20 North Wacker Drive, Chicago, Ill. I am the Mr. Emmons 
referred to in the testimony of Kenneth L, Hanson before Subcommittee No. 5 
of the Small Business Committee of the United States House of Representatives, 
at a hearing held in Chicago May 1, 1957. 

I heard and subsequently read the testimony given by Mr. Kenneth L. Hanson 
and set forth here the reasons for the nonrenewal of Mr. Hanson’s lease and 
some facts concerning Mr. Hanson's testimony. 

In order to understand the reason why it was determined to convert Mr. 
Hanson's station at the northwest corner of Harlem Avenue and Northwest 
Highway into a company-operated training station, it is necessary to know 
something of the location of that station. Northwest Highway is a main arterial 
highway leading to the northwest suburbs of Chicago and is U. 8S. City Route 12. 
Harlem Avenue is also a principal arterial highway leading to the northern 
suburbs of Chicago being State Route 42—A. These highways are heavily traveled 
at all times. As a result of its location, Mr. Hanson’s service station was con- 
sidered and is considered to be one of Standard Oil Co.’s leading service station 
locations in the city of Chicago. 

At the time Mr. Hanson’s lease came up for renewal in November 1956, we 
believed that this Station had a potential annual volume of 400,000 gallons per 
year. During the 11 years that Mr. Hanson leased the station from us, the 
maximum volume which the station did in any one year was 264,247 gallons in 
1954. Gallonage declined from that high point in 1955 and declined further 
in 1956. 

As early as 1954 I had a conversation with Mr. Hanson concerning the 
gallonage at his station. At that time he told me he believed the station to have 
a potential of 40,000 gallons a month. He indicated, however, that he was not 
interested in developing the full potential of the station but was satisfied to 
continue at the level he had attained. 

When it came time to consider the renewal of Mr. Hanson’s lease in the fall 
of 1956, we felt that Mr. Hanson's station posed a problem, Although we had 
no desire to hurt Mr. Hanson in any way, we felt that he was not achieving the 
potential of this valuable property. We finally resolved the matter by deciding 
to turn this station into a training station but to make every possible effort to 
locate Mr. Hanson in another station that would be satisfactory to him. 

As a result, I offered Mr. Hanson four other stations in the general vicinity 
of his station. As Mr. Hanson testified before the committee, at least one of 
these was a station “with facilities identical or better than” his. I also offered 
to employ him as a salaried manager at his former station until such time as 
he could choose an available station which he might care to lease. I also told 
him that if he was interested in purchasing a station, the company would loan 
him money for that purpose and I offered to assist him in finding a location 
which he might purchase. Mr. Hanson declined all of these offers. 

I believe that during the entire time Mr. Hanson was with us, he was treated 
well. I believe that I exhausted every possibility to relocate him to his satis- 
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faction. I would like to point out that when he was called into service during 
the Korean war, arrangements were made to continue his lease at the station 
which provided him with extra income, despite the fact that the relatives who 
operated the station, as he testified, did not do a satisfactory job. 

During the first 3 months of company operation, Mr. Hanson’s former station 
experienced a gain in gallonage instead of the loss to which he testified. While 
it is too early to state with certainty that the station will reach its full estimated 
potential, we feel that we can continue to expect higher gallonage. 

Mr. Hanson filed with the subcommittee letters from customers protesting 
the nonrenewal of his lease. There is no question but that Mr. Hanson’s steady 
customers had a high regard for him. -Under my direction, our sales manager 
and special representative-training called on the people who wrote letters and in 
most cases were told by these people that they liked Hanson and had written 
letters at either his request or the request of one of his helpers, in an effort to 
help him retain his tenancy. When our sales manager explained to the cus- 
tomers the alternatives that had been offered to Mr. Hanson and the reasons 
for selecting his station for a training station, the majority of them stated that 
they understood the situation and would continue to purchase from Standard 
Oil Co. 

Ropert IF’, EMMONS. 


Subscribed and sworn to before me this 24th day of May 1957. 


[SEAL] RONALD E. CALLAHAN, 
Notary Public. 
My commission expires February 16, 1960. 


STATE OF ILLINOIS, 
County of Cook, 88: 


AFFIDAVIT OF RoBEerRT E. Roe 


I, Robert E. Roe, being first duly sworn, depose and say: 

That I am sales manager of the Chicago Vitreous Corp., 1425 South 55th Court, 
Cicero, Ill. I was sales manager for the Chicago sales division of Standard Oil 
Co., an Indiana corporation, from 1952 to August 1955. 

I have read the testimony of Kenneth L. Hanson delivered before Subcommittee 
No. 5 of the Select Committee on Small Business, United States House of Repre- 
sentatives, at a hearing in Chicago on May 1, 1957. Mr. Hanson testified to a 
conversation with me which he stated took place during November 1954 con- 
cerning the renewal of his lease on his service station. I recall the conversa- 
tion clearly although Mr. Hanson is in error as to the date of the conversation 
which took place in November 1953. Prior to the expiration of his lease term in 
November 1953, Mr. Hanson had been paying a rental for his location of 1 cent 
per gallon plus $60 a month. This was subnormal rental for the type of facili- 
ties which Mr. Hanson was leasing. Dealers at comparable stations were then 
paying a rental of 1.2 cents per gallon plus $60 per month. Mr. Hanson was in- 
formed well before the expiration of his lease that the company intended to 
raise his rent. He was offered a new lease at a rental of 1.2 cents per gallon 
plus $60 per month. Mr. Hanson came into my office and we discussed the 
matter. While he objected to the increased rent, I pointed out to him that it 
would simply put him on a basis comparable to dealers with similar facilities 
and he finally agreed. 

Mr. Hanson testified that he discussed with me at that time the question of a 
3-year lease and I told him I was afraid to give him one because he would throw 
out our batteries and put in his own line. This is absolutely false. I did dis- 
cuss our long-term lease program with Mr. Hanson. I told him it was a new 
program and that we were carefully considering each of the stations before 
granting such a lease. I said that I would consider him for one, but could not 
make an on-the-spot decision. Contrary to Mr. Hanson’s testimony, we had 
never had any trouble with Mr. Hanson regarding the purchase of Atlas TBA. 
In my experience with Mr. Hanson, he had always been a good customer. Al- 
though he talked quite freely to me during the meeting regarding which he testi- 
fied, he never once complained concerning pressure to purchase products nor the 
conduct of his salesman. 

Rosert FE. Roe. 


Subscribed and sworn to before me this 25th day of May 1957. 
[SEAL] WiLiiAM O’Mattey, Notary Public. 
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Mr. Roosrvetr. Mr. Sheehan has some questions. 

Mr. Surenan. In the 10 years you have been in business, did you 
run a profitable operation ? 

Mr. Hanson. Yes. 

Mr. Sueewan. Did you lose money in any 1 year? 

Mr. Hanson. I did lose money in 1951 and 1952. I was recalled 
into service at that time and my station was operated by my relations. 

Mr. Surrnan. What happened? We have frequently heard testi- 
mony that when a lease was terminated there frequently was a loss 
of money by the operator because he couldn’t get his money out of 
his inventory and fixtures. 

What was the situation in your case ? 

Mr. Hanson. I sold my entire inventory and fixtures to Standard 
Oil and my equipment was depreciated. I received a fair price for 
it from Standard Oil. 

Mr. Surenan. That is all. 

Mr. Roosrvetr. I notice in the figures you have submitted here, your 
station shows a loss in 1952. You were absent in Korea in the Air 
Force in 1950. 

Mr. Hanson. I was recalled in 1951 and my station, of course, was 
operated by my brother who had worked for me a year previously, 
and then by a brother-in-law who operated it the second year while 
I was in service, 

That second year in service, my brother-in-law had never worked in 
a service station and he did want to get into business, so I turned 
mine over to him. Being a poor manager, he showed a loss of around 
45,000 gallons for the year, I believe. 

Mr. Newuts. I would like to ask you one question, Mr. Hanson. You 
have been a Texaco dealer for 3 months? 

Mr. Hanson. Yes. 

Mr. Neuuis. Are you operating on a lease with Texaco? 

Mr. Hanson. I havea 1-year lease with Texaco now. 

Mr. Newutis. Does it have the usual cancellation clause ¢ 

Mr. Hanson. A 30-day clause. 

Mr. Neuuts. Have you had in your 3 months with Texaco expert- 
ences that are in any way similar to — erience that you testified to ? 

Mr. Hanson. No, sir. Before I dee fided to sign on with Texaco, 
I talked to several Texaco dealers in my neighborhood. Stanley Lin- 
nett had been with Texaco 24 years and he had no complaints about 
the company. Louie Meelan, who had been a neighbor of mine had 
been with them, I believe, for 26 years and he had very good words 
to say about Texaco, and their TBA setup and their pressures. 

Mr. Roosrveitr. Mr. Hanson, if you could have had a 3-year lease, 
would you have preferred or taken a 3-year lease, if it had been 
offered to you? 

Mr. Hanson. Well, I personally don’t think there is any more 
protection in a 3-year lease. They still have that cancellation clause 
in it. 

Mr. Roosreveir. There are 3-year leases in the industry where the 
option for cancellation is in the leasee. 

Mr. Hanson. Any longer lease than a year would be desirable if 
it doesn’t have that catch clause in it. 
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Mr. Neuuis. I just wanted to conclude by asking, you picked Texaco 
in a sense because of information you received from others; is that 
right ? 

Mr. Hanson. Because I called on the dealers. The telephone kept 
ringing while I was out of business 2 months, November and De- 
cember. Shell called, Mobil, Cities Service, Pure Oil—I was offered 
all sorts of stations and all sorts of deals, but I didn’t care for Shell 
Oil and Mobil Oil, and after talking to a few of their dealers, as I 
said, Texaco had the best. 

Mr. Roosevett. They had the best reputation ? 

Mr. Hanson. The reputation from their dealers, I guess. 

Mr. Newuis. Now, I want to ask Mr. Postillion one question about 
leases. Mr. Postillion, I believe you heard testimony about the in- 
ability of major suppliers to get their lessees to take longer leases. 

Has it been your experience in your organization that your dealers 
will not accept longer leases ¢ 

Mr. Postmui0n. What has come to my attention has been this 
fact : 

You know the dealers know exactly what pressures are being 
exerted upon every other dealer in the area. They know what is hap- 
pening, and what might happen to them, let’s say, in a 2 or 3 week or 
a month period. They can go out of business. 

Let’s say they are tied to a lease, and usually when they are tied 
to a lease, a 3-year lease, here is what happens. 

They still aren’t exactly masters of their own station. They still 
aren’t independent businessmen. The control of these companies will 
have a bearing on how he will operate his service station. So, natur- 
ally, he is a bit queasy about going into a longer lease. 

Now, if the companies would give them a bona fide 3-year lease, 
such as a grocer would get from a landlord, and he, in turn, let S say, 
has a base lease with Royal Blue, which is a chainstore organization, 
and he can do whatever he pleases, he can throw Royal Blue out, but 
he can’t throw Standard out of their stations. He must buy their 
product, and in the majority of cases, it is an exclusive dealing 
contract. 

Mr. Neus. You are aware of the fact that there is no illegality 
in making an agreement to buy certain products in exchange for 
making a lease to sell those products in that station ? 

Mr. Postriiiion. Yes, I am aware of that. 

Mr. Nevius. What I asked you really was from your experience in 
your organization, would your dealers take longer leases assuming 
that they were no different from the present leases, or assuming that 
they were different from the present leases, that is, no termination 
clanses, no quick cancellations, and things of that nature. 

Mr. Postitii0N. Yes, I believe they would. 

Mr. Newuts. Have you examined into this question ? 

Mr. Postritu10on. Yes, I have, and if they were longer, they should 
be 5-year leases. 

Mr. Hanson. I havea point. In 1954 aoe I was hassling over this 
rental increase and the 24-hour operation, I asked Mr. Roe then about 
this 3-vear lease. It was something new that had just come out 
about that time, and he said they were issuing a few to qualified 
dealers, and I asked him if he didn’t think I was a qualified dealer. 
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I think in 1954 I had been with them about 6 years, then, or 7, and 
he said, yes, but he would be afraid to give me a 3-year lease, and I 
asked him why and he said the first thing you would do is throw out 
all Standard Oil tires and batteries and put in your own line. 

Mr. Roosrvetr. Mr. Sheehan ? 

Mr. Surenan. Mr. Postillion, in response to Mr. Nellis’ question 
about the leases, first of all I would like to have your opinion of the 
gasoline retailer magazine. I assume you read it, do you not? 

Mr. Posttiiton. Yes, I do. 

Mr. SHEEH AN. In fact, they had a nice story about you recently in 
an interview. 

Mr. Posrimui0n. Yes. 

Mr. SureHan. Do you want to give an opinion what you think 
about the Gasoline Retailer ? 

Mr. Posriiuion. Yes, I would be glad to. 

Mr. Roosrvetr. Make it as brief as possible. 

Mr. Posritu10N. This will be very brief, but I think it is very per- 
tinent to what we are doing here. I met with Mr. Inness Brown here 
in Chicago at the Blac kstone Hotel and had dinner with him. He 
told me at this particular meeting that we had between ourselves that 
it would be a fine gesture on my part because of my stature in the asso- 
ciation field if I were to go against the equality of opportunity bill. 
He stated that he didn’t believe the bill would do the dealers any 
good. I said, “Mr. Brown, I am certain that this equality of opportu- 
nity bill will do the dealers good or the dealers of my association 
wouldn't be for it.” I told him of the meeting that we had in our asso- 
ciation office. Our organization has 84 directors and they were all 
notified that we were going to discuss the equality of opportunity bill. 

Mr. SuHeruan. Let me get to the point because Mr. Roosevelt says 
we want to hurry this along. 

My reason for asking, you belong to the national association and 
as you know they made certain charges in Washington a couple of 
weeks ago that the Gasoline Ret: ailer was practic ally subsidized and 
controlled by the major oils and I want to know whether you concur 
in that particular opinion or not. 

Mr. Postii10n. Yes. Now, just one moment. I want to qualify 
that, Mr. Sheehan. Let me go on with my conservation with Mr. 
Brown, Innes Brown, publisher of the National Retailer. 

After disc ussing this equality of opportunity bill with Mr. Brown 
I said to him, “I cannot in good conscience go that way. How can I 
possibly go that way? In every dealer meeting that I have ever con- 
ducted, I have asked the dealers in the meeting to raise their hands 
and tell the Chair how many get the Gasoline Retailer and, by golly, 
every one of them put up their hands. Then I asked how many pay 
for this publication and out of 100, if you got 5 or 7 paying for the 
publication it was quite a few.” I says, “How do you explain that, 
Mr. Brown?” 

His answer was, “Well, Vic, you know the dealer turnover in this 
business. Why, some of these stations are getting 2 and 3 publica- 
tions.” 

Mr. SuerenHan. In other words, you seem to feel that the big prob- 
lem is the big turnover right now in the particular industry. Yet, 

it was pointed out in the last couple of days that a lot of the turnover 
was caused by poor locations, is that not right ? 
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Mr. Postmu10n. Well, I go along with that to a certain extent, but 
there are many, many more factors involved. There are these eco- 
nomic pressures and overbuilding service stations and many, many 
other things that come into that, Mr. Sheehan. 

Mr. Sueenan. In other words, there is no single factor, then, that 
we can attribute as being the major cause? 

Mr. POSTILLION. There are many, many factors, sir. 

Mr. Surenan. When you were operating your own seven stations, 
were they operated profit: ably or not ¢ 

Mr. Posrit1i0oNn. Let me tell you of my experience in Tuscon, Ariz, 

Mr. SuHeenan. Did you operate in Tuscon ? 

Mr. Posritii0on. Yes, I operated in Tuscon at Sixth and Campbell. 
I had a Texaco station in a city of 126,000 people. I also operated a 
station in Cicero at the corner of Roosevelt and Laramie. Now, 
Cicero has a population of 140,000 people, and the industrial capacity 
of a city of a million. Tuscon has no industrial capacity. One hun- 
dred and sixteen thousand people only: no industry. Four hundred 
and twenty-seven stations. In Cicero and Berwyn, 98 stations. 

If that isn’t a glaring example of overbuilding of stations, I would 
like to know what is. 

Now, I operated the Texaco service station at the corner of Sixth 
and Campbell in Tuscon. I stayed there for 6 months. I kept dili- 
gent books, good bookkeeping so that I knew exactly what I was mak- 
ing. I only could employ one man. I took the station over doing 
4,000 gallons a month, and inside of 6 months, or at the end of 6 months, 
I had it up to 12. I tripled the business. I paid my man—this is in 
1947, sir—$1 an hour—S48 a week for 48 hours’ work. 

I worked from 6 o’clock in the morning until 10 o’clock at night, 7 
days a week, and at the end of 6 months, made $50 a week on the 
average, $2 more than the man I employed on the 48-hour basis. 

Mr. SHrenan. What conclusion do you want to draw from that? 

Mr. Posrimuion. Well, it took me 6 months to get smart. 
{ Laughter. | 

Then I told them to take the station. 

Mr. Sueenan. Of course, that doesn’t put you in too good a posi- 
tion—if this business is so bad—to be in the position where you are a 
trade association executive trying to go along with the business? 
Wouldn’t it be better to tell a lot of these fellows that this is a bad 
business and they shouldn’t bother to invest their money or get into 
it because it is a lot of hard work and has little return ? 

Mr. Postini10n. No, Mr. Sheehan, I believe that Americans will 
solve their problems. 

Mr. Surenan. Then there are a lot of dealers who are making 
fairly decent money in the station business ? 

Mr. Postitii0oN. Yes, there are. I would like to see more of them 
making money. 

Mr. Sueenan. I just wanted to be sure the business was so bad 
people shouldn’t get into it. 

Mr. Brown and Mr. Roosevelt are amazed to learn this is one of the 
few markets in the country where there seems to be, in spite of what 
we have heard Mr. Hanson say about the competition, that by all 
standards Chicago is a fairly stable market. 

Mr. Postiiii0N. It is the best market in the United States. 
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Mr. Surernan. According to the testimony, I will agree with you 
what we have heard so far, I think, Mr. Roosevelt is envious of our 
Chicago market here. 

I was wondering what factors does the association have in helping 
stabilize this industry. I mean, do you fellows promote price agree- 
ments or anything like that where you try to teach the fellows the 
facts of life so as to bring this condition on? 

Mr. Posrimiton. Mr. “Sheehan, we don’t tell anyone what to post 
like the various companies do. 

Here is what we tell them: It nae come to our attention through 
surveys that you need, let’s say, a 514, 6, 614, or 7. It may be different 
in every locality. 

You take a chap in Evanston or on the south side of Chicago. He 
requires more money. He is dealing with a different clientele. He 
hires labor—higher labor—better labor—and he pays them more 
money. 

Well, you will have to go along with me that this chap in Evanston’s 
cost of operation is greater than a fellow on Skid Row. So how can 
we tell them to sell at a pegged price? 

These fellows should be able to set their own prices in each and 
every case. They know their cost of operation and set their margin 
of profit accordingly. That is all we tell them. We do not set prices. 

Mr. Surenan. However, the testimony has been, although they 
like to set their own price, when the guys across the street sell for 
3 or 4 cents a gallon less, he has no control. He either meets the 
competition or he loses gallonage; is that right ? 

Mr. Posriution. That is right. Then why shouldn’t everybody 
in Chicago benefit from this cut price? Why should only a favored 
few? Why should the m: jor oil companies create islands of com- 
petition detrimental to the interests of every other retailer outside 
of that island ? 

Mr. Surenman. According to your testimony before the Kefauver 
committee, if my memory is right, you stated in Chicago they had 
a uniform price for all the st: .tions, whether they use it or not. Is 
that right or wrong? 

Mr. Postitton. The tank wagon, I believe that is the case. 

Mr. Sueenan. Therefore, assuming a price war is on in Chicago, 
the major oil companies or the independents are supposed to sell the 
product at the same tank-wagon price so the guy can either meet com- 
petition or take the extra money. 

Mr. Posrimui0Nn. I will say this, in the last price war, Sinclair was the 
only company in the Chicago marketing area that didn’t tell their 
dealers what price to sell at, and when the price was 15.9 cents a 
gallon, and 7 cents of that was tax, mind you, Sinclair dealers kept 
their price all over the city of Chicago in practically every case. 

Mr. Sueenan. That was in 1951? 

Mr. Posritiion. Yes, 1951. The company didn’t tell them, “Look, 
in order to get this subsidy you will have to sell at a certain price,” 
and there were Sinclair = alers in Chicago exercising their American 
right making as much as 15 cents a gallon. 

Mr. SuHeenHan. That is all. 

Mr. Roosrvetr. Thank you, Mr. Postilhon. Do you have anything 
else / 
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(Statements of Mr. Postillion and Mr. Mattarozi follow :) 


I, Victor V. Postillion, make the following statement: When a price change 
occurred in Chicago a few months ago, I received a telephone call from Mr. 
William Mattarozi who runs a company lease Standard station at 6701 South 
Jeffrey Avenue, Chicago, Ill., and who lives at 10241 St. Lawrence, Chicago, ILL 

He asked me what I thought the competitive price in Chicago was at that 
particular time and I told him that the competitive price in the metropolitan 
area of Chicago, the price that the major companies were proposing to their 
dealers to post, was 31.9 cents. He then said that he could not get along on that 
sort of a margin, and that he was going to post higher, and I believe he did so. 

Mr. Mattarozi said that he had had company salesmen trying to get him to 
reduce the price that he had posted previous to the new price rise, a higher price 
than the going price in the Chicago market. They were now becoming more 
insistent that he post the recommended price. He asked me if they could take 
his station away from him. I told him, “No,” that they could not, that he could 
post any price he pleased, which he proceeded to do. 

I have read the above statement and it is true to the best of my knowledge 
and belief. 


Victor V. POSTILLION. 
Subscribed and sworn to before me this Ist day of May 1957. 
[SEAL] WILLIAM BE. KEELEY, Jr., 
Deputy Clerk, United States District Court. 


CuHIcAGoO, ILL., May 13, 1957. 
JoserH L. NELLIS, Esq., 
Special Counsel, Subcommittee No. 5, 
House Small Business Committee, Washington, D. C. 

DEAR Mr. NELLIS: I am enclosing a statement in answer to the statement of 
Victor Postillion filed with your committee on May 1, 1957. Please include it in 
the record of the hearings. 

I am sorry, due to illness of my wife’s mother, I could not be present to testify 
at your hearing. I enclose a copy of the statement I would have given and also 
ask that you make it a part of the record. I have had the statement notarized. 

Yours truly, 
WILLIAM MATTAROZI. 


STATE OF ILLINOIS, 
County of Cook, 88.: 

I, William Mattarozi, have the following comments to make on the statement 
filed by Victor Postillion with the Roosevelt committee in Chicago on May 1, 1957: 

In January 1957, I called Mr. Postillion to ask him about the prevailing price 
of gasoline in the Chicago area because there had been an increase in tank-wagon 
prices. He gave me a typical price. He told me 31.9 cents per gallon. I told 
him I could get 32.5 cents per gallon at my station. For the past 3 years I have 
always charged at least one-half cent more because of the caliber of service and 
type of manpower I employ. 

I deny the rest of Mr. Postillion’s statement that the company pressured me 
for a lower price. I also deny asking him whether the company could take my 
station away from me. I have been in the same location for 21 years, and am 
not the least bit afraid of losing my station. 

Standard Oil has always made it clear I could post any price I want and has 
never interfered in my retail price in any way. 

WILLIAM MATTAROZI. 

Subscribed and sworn to before me this 17th day of May 1957. 


[SEAL] GLorRIA MARTINELLI, Notary Public. 


Mr. Postion. I would like to have Louis Spasojevich read his 
short statement which is pertinent to this information, too. It will 
just take a few moments, sir, and we won’t read the statement of Mr. 
Don Switzer who isa Shell dealer. 

Mr. Roosevett. In looking at it, it is fairly lengthy. Could you 
say it in your own words? Do you think you have it memorized 
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enough to be able to give it briefly and we will put it in the record 
exact ly as you have presented it ? 

Mr. Spasosevicu. I could summarize it all the way down, or boil it 
all the way down to just a few words. 







TESTIMONY OF LOUIS SPASOJEVICH, CHICAGO, ILL. 













Mr. SpasosEvicH. My name is Louis Spasojevich. I operate a 
Phillips station at 3001 North Harlem Avenue, Chicago, Il]. _. 

TI started out in the business on March 16, 1946, as a Standard Oil 
operator. ; 

As a lessee operator with Standard Oil Co., I never had a moment’s 
peace or quiet no matter how many tires I sold. 

Joe Blow down the street always sold 500 to my 250 or 300. They 
were always playing the old game of divide and conquer and make you 
feel like a heel. 

The salesman would come in, write up the order, throw it in’ front 
of you and say, “Sign it.” And if your credit is good, why you 
don’t have to pay for it; you can have up to 90 days to pay for them. 
Then I ask, “What am [ going to do with these tires?” The answer 
is, “Do like Joe Blow does. He is giving them away. Sell them at 
cost. Get your money out of it.” 

Is that good business practice? They will pat you on the back 
and tell you what a marvelous job you are doing; you are a terrific 
dealer. You are tops in the field. You are our fair-haired boy. 
Buy all of these tires. You are a wonderful businessman. You 
really know how to operate a business, but in the same breath they 
will tell you to buy these things; put out three or five thousand 
dollars of your money and then not even get a return equal to what 
you would obtain at bank rates. Is that good business? 

Then it seems most leases are written or they fall due after the 
spring tire drive is on so the salesman comes in with this tire order 
and “either you sign the order or’—and in many cases they have 
come in and taken an inventory of your own stock and write an order 
of their own telling you what sizes, what numbers to buy, and what 
price to sell them for “give them away—get rid of them. 

Mr. Rooseverr. Have you, in your statement, specified oeeurrences 
of this and used names? 

Mr. Spasosevicn. I have names of salesmen and instances. So I 
don’t think that is very conducive to a healthy business situation 
because I think if a fellow is a good businessman, if you and I were 
in some other business, even this business, if you are not going to 
make any money on your tire purchases when you go all out and spend 
vour good, hard money for advertising in the local papers and then 
turn around and give your money away, that doesn’t make sense 
to me. 

Of course, I might be stupid. I probably am for being in the 
business. Of course, I shouldn’t say that. I made a fairly com- 
fortable living but it has not been because of assistance that I received 
from the supplier. 


Mr. Roosrverr. Your statement will be put in the record as though 
read. , 


Mr. Spasosevicn. In my first location, which, by the way, was a 
eracker-box location at first, I wasn’t pressured very much by Stand- 
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ard Oil because: First, I had no enclosures. The greasing and serv- 
ice work was done on an outdoor pit. Second, the location had been 
boarded up for over 4 years. Third, I had built the gallonage up well 
over any of the previous operators. Fourth, tires and batteries were 
still scarce, so that I had to purchase them elsewhere. 

Before the TBA situation became much better, I graduated to a 
large station at Fullerton and Kostner. This one had an enclosure 
and considerably better facilities. After making a good showing in 
this location I had built up enough points, so to speak, so that when 
Standard Oil started their building program my salesman, who was 
John Kalnes, asked me if I would ‘be interested in a new and larger 
location at Harlem and Diversey. I looked it over and decided that 
it might be an opportunity to better myself. 

I took it over June 1,1950. Asa service-station operator I am con- 
sidered and numbered among the successful ones. After a large grand 
opening which put me $375 in the red—in spite of the fact that a lar ge 
portion of the labor was donated by some of my relatives—the squeeze 
pl: ny was on. 

I did as good a job as any dealer on Harlem Avenue and I had 
a well-rounded business. The company representative constantly 
harped about the amount of tires a place as large as mine should sell. 
According to company statistics I should buy and sell more tires each 
year. Being an independent type of character I resented any inter- 
ference on Standard Oil’s part to control my operation. I consider 
myself capable and intelligent enough to buy and sell as I see fit. The 
company salesman would advise me to sell the tires at cost to get rid 
of them and to get my money out of them. ‘To me that doesn’t make 
sense. Why should I invest my money in an item that I can’t sell for 
a fair profit? Don’t misunderstand me, gentlemen, I still sold tires 
but I did not give them away. 

Every spring the drive would be on and each year the drive started 
several weeks earlier than the previous year. In the spring of 1952 
my salesman, Ken Apel, came to my station, took an inventory of my 
tire stock, and without my knowledge wrote up an order for 300 tires. 
He filled in all the amounts and sizes. 

Mr. Apel placed the order in front of me and told me to sign it— 
that’s all there was to it. I eee he was joking and told him so, 
but he insisted he wasn’t joking. I looked at the order and told him 
as long as he insisted I'd sign it, but instead of signing it I wrote 
“Void” in large letters across the order. Ken Apel flew into a rage 
because I ruined his handiwork and told me that I’d never get another 
lease with Standard Oil. I told him to leave as I was too busy to 
waste time with him, and if that is how he wanted it I was ready to 
leave immediately, but nothing came of this. 

After this episode I went to Standard Oil, 20 North Wacker Drive, 
Chicago, Ill, and signed another lease for June 1, 1954, to June 1, 
1955, after several lectures on company policies et cetera by Mr. 
Emmons, assistant manager of Chicago division; Ernie Kenny, my 
new salesman: and Jack McCarte, the district supervisor. We “kissed 
and made up” and I was their fair-haired boy once again. 

Shortly thereafter we had. some difference of opinion on TBA and 
general appearance of the station. I was kept in a constant turmoil 
so that I couldn't tell which end was up. While T was bickering with 
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the management over TBA, and they were threatening me with can- 
cellation, “I had several people come in and look the station over. 
From these people I learned that Mr. Emmons was offering my going 
business to prospective dealers behind my back. Naturally, I became 
upset and resented this because after 5 years of missionary work in 
the area, I was about to be eased out without any remuneration for all 
of my efforts. 

Mr. Emmons came by my station several times and told me I 
couldn’t park cars on the outside of the pump islands. I told him 
that due to the volume of business I was doing, I had to park the 
customers’ cars somewhere, and as soon as the weather was dry enough 
I would park them in a dirt lot next door. I asked him to advise 
me as to what to do about the cars. I even asked him to place him- 
self in my position—“*What would he do with them?” I asked. He 
suggested parking customers’ cars on Harlem Avenue or Diversey 
Avenue. I asked him if Standard Oil would pay for all damages 
that might he incurred to those cars. He said, “Definitely not.” So 
I asked him again, “Mr. Emmons, what will I do with the o. 
cars that are left for servicing each day?” His answer was, “I don’t 
care what you do with them. Put them in your poc ket or some other 
place; I don’t care what you do with them, but you're not going to 
block our beautiful pumps.” He left in a huff. 

Several days later the salesman, Ernie Kenny, came in and solicited 
a tire order. I told him that I understood that I would not get an- 
other lease so why should I bother to load the place down with tires 
if no new lease was in the offing? I said it would be easier to inven- 
tory the merchandise and also a lot easier financially for the incoming 
operator. Mr. Kenny said that he definitely understood that a new 
lease was definitely coming through. So I set about spring cleaning 
around the station. 

A week later Mr. Kenny came in again and said not to worry—that 
I should place my tire order and all will be well. I gave him an order 
for a little over $2,500 worth to be delivered c. 0. d. About a week 
later, the tires were delivered and paid for. Within a couple of days 
after delivery, Mr. Emmons came by and notified me that I wasn’t 
getting a new lease when it came up in 6 weeks and a cancellation 
notice would be sent in the mail around the Ist of May 1955. I re- 
ceived the cancellation as he said, and on July 1, 1955, I was checked 
out. 

This has been my personal experience with the Standard Oil Co. 
I had 9 years of constant pushing and pressure with threats of can- 
cellation thrown at me at every opportunity. I am not the only 
dealer who has beer checked out because he tried to be a little independ- 
ent and do his a buying, selling, hiring of help, and setting of 
prices, but many ef the others are afraid of losing their livelihood 
or are lacking in confidence in themselves and their ability to make a 
living. 

I firmly believe that I was checked out because I did not cooperate 
with the Standard Oil Co. on their tire drives. I bought as mary as 
I could sell and no more, in spite of all their threats of cancel! tion 
if I failed to cooperate with their program. The Standard Oil Co. 
does not like operators that they can’t control. 

Mr. Roosevert. You have been a Standard Oil dealer how long? 
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Mr. Spasosevicu. Nine years before I was checked out. 

Mr. Rooseveir. You were checked out? 

Mr. Spasogevicu. Yes. 

Mr. Roosrvetr. Was your lease canceled ? 

Mr. Spasosevicn. Yes, my lease was canceled. I am now a Phillips 
66 dealer just two blocks away from this last location that I had,.and I 
had three Standard locations, each one progressively larger and better 
than the first one. 

Now, you know that they wouldn’t let you into a larger and better 
location unless they thought you had enough on the b: ll to do a decent 
job. They would surely lease it out to someone else and keep you 
in that small cracker-box station that you started out in. 

Mr. Roosrveur. Thank you very much for your testimony. We 
appreciate it. 

(The following affidavits concerning Mr. Spasojevich’s testimony 
have been submitted by the Standard Oil Co. (Indiana) :) 


STATE OF ILLINOIS, 
County of Cook, ss 


AFFIDAVIT OF ROBERT F. EMMONS 


I, Robert F. Emmons, being first duly sworn, depose and say: 

That I am assistant manager of the Chicago sales division of Standard Oil 
Co. My office is at 20 North Wacker Drive, Chicago 1, Ill. Iam the Mr. Emmons 
referred to in the testimony of Louis L. Spasojevich before Subcommittee No. 
5 of the Small Business Committee of the United States House of Representatives 
at a hearing held in Chicago May 1, 1957. 

I heard and subsequently read the testimony given by Mr. Spasojevich and set 
forth here the reasons for nonrenewal of Mr. Spasojevich’s lease and some facts 
concerning Mr. Spasojevich’s testimony. 

I first became acquainted with Mr. Spasojevich sometime during the year 
1953. At that time he was the lessee of our station at the corner of Harlem 
Avenue and Diversey in Chicago, Ill. During the entire time that he was a 
Standard Oil Co. dealer at that location he was extremely negligent concerning 
the appearance and cleanliness of the station. His station was dirty. Windows 
were broken. He stacked large parts and equipment outside the building. He 
used the hoist in the building for lifting trucks, a use for which it was not 
designed. At one time, he kept two dogs on the premises. My primary objection 
to Mr. Spasojevich’s operation, however, was the fact that he parked his large 
service truck on the outside of his pump island in such a way as to block access 
to that island to customers coming into the station from Harlem Avenue. In 
addition, from time to time, he parked cars at the island serving Diversey Street. 
Mr. Spasojevich made service calls for the Chicago Motor Club and he sometimes 
parked wrecked cars at the Diversey Street island awaiting insurance adjust- 
ment. This parking of trucks and cars tended to moke the statio) partienlarly 
unattractive and prevented easy access by customers. I repeatedly called the 
parking problem as well as the generally poor maintenance to Mr. Spasojevich’s 
attention. 

In May or June of 1954 I told Mr. Srasoievich that if we were to renew his 
lease for another year, he would have to eliminate the parking at the pump 
islands and he agreed to do this. Sometime within 3 or 4 months after the lease, 
was renewed he again sterted parking his truck and cars at the pump islands and 
I called to his attention again the fact that he had agreed to stop this practice. In 
my opinion there was adequate parking at the side of the station to accommodate 
the number of cars he would service each day and his tow truck without making 
it necessary for him to block the outside islands. 

At least 2 months before July 1, 1955, the expiration date of Mr. Spasojevich’s 
lease, I told him that his lease would not be renewed because of this parking 
situation. Shortly after our conversation, Mr. Spasojevich leased a Phillips sta- 
tion two blocks north of our station. He put a large sign on the Standard station 
announcing that he had moved two blocks north. He reduced the number of hours 
that he kept the Standard station open by approximately one-half. During the 
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month of June 1955, the month immediately prior to the expiration of his lease, 
the station sold only 450 gallons of gasoline. 

Mr. Spasojevich testified that at one time he learned “that Mr. Emmons wes 
offering his going business to prospective dealers behind my back.’ This is com- 
pletely false. I recall that on one occasion Mr. Spasojevich told me that he 
wanted to leave the station because of his health, complaining of a heart ailment. 
I told him we would endeavor to find a dealer to take over his inventory as quickly 
as possible. When a new dealer was found, however, Mr. Spasojevich had 
changed.his mind and insisted on remaining in the station. 

Mr. Spasojevich appears to feel that his lease was not renewed because of dis- 
putes with his salesmen concerning the purchase of tires. This is not true. His 
lease Was not renewed because of the extremely poor housekeeping at his station 
and the outright blocking of his pumps. I know of no disputes which he had 
with salesmen regarding TBA purchases. The type of operation which Mr. 
Spasojevich conducted not only made his particular station unattractive to cus- 
tomers but would tend to create an unfavorable impression regarding Standard 
Oil Co. stations in general which could only act to the disadvantage of other of 
our dealers. 

Rosert FF’. EMMONS: 


Subscribed and sworn to before me this 24th day of May 1957. 
[SEAL] RoNALD E. CALLAHAN, Notary Public. 


My commission expires February 16, 1960. 


STATE OF ILLINOIS, 
County of Cook, ss: 


AFFIDAVIT OF KENNETH R, APEL 


I, Kenneth R. Apel, being first duly sworn, depose and say: 

That lam manager's representative, new business development, of the Standard 
Oil Co., an Indiana corporation. My office is at 20 North Wacker Drive, Chi- 
eag., Ill. 

I have read the testimony of Louis L. Spasojevich delivered before Subcom- 
mittee No. 5 of the Select Committee on Small Business, United States House of 
Representatives, at a hearing in Chicago on May 1, 1957. 

I was Mr. Spasojevich’s salesman from approximately October 1951 through 
February 1953. During that time, my relations with Mr. Spasojevich, in my 
opinion, were friendly. I never at any time pressured or attempted to coerce 
Mr. Spasojevich to buy products from me and I am surprised at his testimony. 

Mr. Spasojevich testified to an instance when he says that I filled out an order 
for 300 tires and insisted that he sign it. He said that I, “flew into a rage’ when 
he refused and told him he would never get another lease with Standard Oil Co 
Mr. Spasojevich’s entire testimony regarding this alleged occurrence is false. I 
never filled out a tire order in the fashion that he alleges. In fact, I never pre- 
pared an order of that size in the entire time that I was a reseller salesman. 
Neither did I threaten the nonrenewal of Mr. Spasojevich’s lease. The fact that 
Mr. Spasojevich continued as a dealer for at least three lease periods after the 
alleged occurrence should demonstrate this fact. 

KENNETH R. APEL. 


Subscribed and sworn to before me this 24th day of May 1957. 
[SEAL] WILLIAM C, Heap, Notary Public. 


Mr. Roosevetr. Mr. Postillion, I am going to ask you whether you 
will be good enough to read the testimony given to us by the associa 
tion in Los Angeles, and then make such comments as you want to 
make on the suggestions made to the committee at that time, sucir as 
elimination of subsidies and the other suggestions. 

Mr. Postitii0on. I will give you my v iews on that. 

Mr. Roosreverr. v e would appreciate that. Secon: dly. would you 
also make comments on the testimony this merning at to the value, in 
your opinion, of trying to find a method by which we will vet more 
effective enforcement throvgh the Federal Trade Commission and the 
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Department of Justice, and, if this could be effective, whether you 
feel that this would materially change the situation and improve it. 

Mr. Posruti0on. Well, I was heartened by your statement that you 
will make a test case of this to determine the length of time incurred. 

Mr. Rocsrvecr. I think, having made a test case, we may get faster 
action than any other case. 

Mr. Posriniion. I don’t believe you will. 

Mr. Roosrverr. I doubt it, too, but we will wait and see, but I still 
point out one test case won't settle it. 

The point is to get a system whereby at least a certain number of 
cases, at least, every year are processed with rapidity, thoroughness, 
and completeness, and wherever the chips may fall so that they may 
be broad enough so they may be effective in law enforcement, and I 
would like your comment as to whether you believe if such a system 
could be worked out and the trial of such a system should, perhaps, 
have priority over any of the other suggestions which have been 
previously made. 

Mr. Posritiion. I will go along with that, sir, and I will give you 
an additional view on it. 

Mr. Rooseveir. Thank you, sir. Thank you very much, gentlemen, 
We will not hold you, if you want to be excused. If you want to stay, 
we are delighted to have you stay. 

The additional statement of Mr. Switzer which has been submitted 
to the committee under oath will be put in at this point in the record. 


TESTIMONY OF DONALD K. Switzer, CHICAGO, ILL. 


I entered the service station business on June 15, 1955, as a lessee dealer for 
the Shell Oil Co. My station is located at Slst and Kedzie, Chicago, Ill. I quit 
a job making $130 a week for 40 hours of work. In the first 2 years I have not 
averaged $50 for SO hours or more. 

My first year of operation was under lease arrangement. The rent was $500 
a month. I also paid all heating, lighting, and licenses, ete. During that first 
year I averaged 22,000 to 23,000 gallons per month. My hours were 6 a. m. to 
12 p.m. At the end of my first year I told Shell that I could not pay the rent. 
After much talking they, Shell, offered me $400 for the first 6 months and $425 
for the second 6 months, which I refused. 

They then offered me the C-plan at 3.5 cents per gallon. Having all I owned 
invested in this station, I had no choice but to accept those terms. I then changed 
hours of operation to 6:30 a. m. to 11 p.m. Since changing hours it has been 
mentioned to me that Shell would like me to go back to 6 a. m. to 12 p. m 

In December 1956 the Shell Oil Co. knowing that I was in the need of money 
to continue operations offered me $1,000 for my greasing equipment and battery 
charger, to be paid back at the rate of one-fourth-cent per gallon without interest. 

We had a further understanding that I, in turn, would come up with $1,000 
and would have a permanent giveaway before and after a 3-day special event. 
At the time this giveaway started, my commission would go from 3.5 cents to 4 
cents per gallon. This would continue until the giveaway was over, then dropping 
back to 3.5 cents per gallon. 

At the time I changed from lease to C-plan, my gas was selling at 5 cents above 
my buying price. As soon as I signed my C-plan contract, I was told to lower 
the price to meet the other stations on the street. 

In March 1957 my Shell salesman, Bill Thulman, told me that I could not buy 
from a friend, as far as TBA went. He said that I would have to buy from a 
Goodyear service store. I asked him what Shell would do if I didn’t comply 
with their wishes. He told me that I could be replaced in my station. The ahove 
statement was witnessed by Bob Mattson, an ex-Shell operator who now operates 
Mattson Tire & Supply at 2747 West 95th, Evergreen Park, Il. 

April 8, 1957, I informed Shell Oil Co. that I wanted out of my station. Since 
thet time I have been told that the party coming in does not have to buy all of my 
stock and equipment. I told them that everything goes or I won’t sell to anybody 
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that won’t buy everything. On April 30, 1957, Bill Thulman told me that he 
could come into my station tomorrow and buy only the greasing equipment and 
that I would have to sell to Shell, and take the rest of the stuff with me. Do I? 

On April 16, 1957, after having some words with my salesman, Bill Thulman, 
and telling him I would talk to him when I wasn’t busy, I finished taking care of 
my customer and upon finishing I found that Thulman had left. On April 19, 
o for gas and was told that I would have to pay cash for it. I called Mr. 

. Brumses and was told that my salesman had put me on cash because of the 
ey year ooh I had had with him. 

On April 12, 1957, my salesman, Mr. Thulman, called me and asked if I was a 
member of Gasoline Retailers of Chicago and I said I was. Then he asked me 
if I had ever been bombed, threatened, or had my windows broken in my station. 
My reply was, “No.” I attempted to question Mr. Thulman further regarding 
this but he would give me no further information. This talk of bombing by 
representative of a major oil company certainly seemed strange to me, especially 
since it did not occur until after I had signed papers terminating my contract 
as a C-station operator. 

I feel the above-stated facts are not only detrimental to small-business 
operation but are against independent business ethics. 


Mr. Roosrverr. Mr. Birdseye, will you proceed, please / 

Will you identify to the reporter the associates who are with 
you today ¢ 

Mr. Birpsryr. Yes; I will do that. I have just a short statement. 

Mr. Roosrvetr. You may proceed. Make it as brief as possible. 

Mr. Brirpseye. I will give a short statement, and then I will be 
glad to answer questions relative to it. 


TESTIMONY OF JESS D. BIRDSEYE, GENERAL MANAGER AND 
EXECUTIVE SECRETARY OF THE NORTHWEST GASOLINE & 
SERVICE ASSOCIATION, ST. PAUL, MINN. 


Mr. Brirpsryr. My name is Jess D. Birdseye. I reside at Deer- 
wood, Minn. I am the executive secret: ary and general manager of 
the Northwest Gasoline & Service Association with offices at 1821 
University Avenue, St. Paul, Minn. 

I have been associated with this group since December 16, 1954. 
Our association re presents over 900 dealers in Minnesota, of which 
over 400 are in the Twin Cities area. 

Over 90 percent of our total membership is made up of dealers 
leasing from major oil companies. 

fany complaints have come into my office that cover a wide range 
of c ompany relations and unethical trade practices. 

One of our great concerns is the suggested pricing policy of the 
Standard Oil Company of Indiana, ¢ ommonly known asthe Twin C ity 
plan. This plan has taken away a large part of the dealer’s margin, 
and has forced margins down among all brands below the actual cost 
of doing business. 

Another great concern is the use of company-operated and com- 
mission-type stations where the operator has nothing to say about 

gasoline prices. 

At the present time, the Shell Oil Co. is causing us the greatest 
problem, but other oil companies are starting to use like plans. 

A specific problem with the C-type outlet, commission outlet, is 
this: 

The suggested prices of the Stand: ard Oil Company of Indiana, at 
the present time in the Twin Cities are 28.4 cents a gallon for regular 
and 30.4 cents a gallon for premium. 
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It is further suggested that if a dealer gives trading stamps, that 
he add their cost to the suggested retail prices. 

Now, the big problem is that in the company-operated stations 
of Standard and Shell that the cost of trading stamps are not added 
on to the retail prices. This is also true with the Shell commission 
stations. 

These practices cause competing dealers to lower their price to 
be competitive, thereby lowering their margins to a point of selling 
at a price well below the actual cost of selling gasoline. 

Another complaint I received a short time ago was from a Mobil 
lessee at Excelsior, Minn. All of his competition in his trading 
area was selling regular gasoline at 28.9 cents a gallon, and he was 
selling at 28.4 cents a gallon. 

He did raise his price to meet competition and was told by his sup- 
plier that unless he went back down to 28.4 his net cost would be in- 
creased one-half cent a gallon. 

Now, in that situation, just to say a word or two that isn’t in my 
statement, if he had to pay that extra half cent a gallon to be in 
price line with his competitors, he would be paying more than they 
did. 

Another complaint is regarding price discrimination. A Sinclair 
lessee on the corner of 36th and Grand Avenue in Minneapolis is pay- 
ing 11% cents a gallon rent on his station. 

Another Sinclair lessee in another section of Minneapolis with ex- 
actly the same type station with the same type of equipment located 
on Broadway is paying one-tenth of a cent per gallon rent. 

Now, it is just things like that that are price discrimination. The 
oil cenpanies are discriminating by using trading stamps in their 
training stations, company-oper: ated training stations, as they call 
them sai in the commission stations that just force the indepe ‘ndent 
dealer downward in his margin below a point that he can actually 
operate on. 

Now, I would like to call for some specific instances on several deal- 
ers that I got to come to Chicago with me this morning. 

Let me say now that I spent most of yesterday afternoon talking 
{o as many as 50 dealers asking them to come to Chicago. My reply 
from over 80 percent of those 50 dealers were that they had many 
things to complain about, but they were afraid to speak up because 
of their lease. 

Mr. Neuuis. May I ask you a question, Mr. Birdseye ? 

Mr. Birpseye. Yes. 

Mr. Newuis. At the time that the Twin Cities pl: n went into effect, 
were there price disturbances in the Twin City area 

Mr. Brrpsryr. Definitely, and there have oo worse price dis- 
turbances since. 

Mr. Netuis. That was the next question. It has been testified here 
by Standard Oil Co. officials that this suggested retail pricing pro- 
program plan is designed to end price disturbances. 

Mr. Biroseyr. It has not done that. 

Mr. Nevuts. Is that the actual experience ? 

Mr. Brrpsrye. The actual experience has made it worse. 

Mr. Neus. Can you give specific figures such as the price of gaso- 
line subsequent to the suggested price plan that was put into effect? 
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Mr. Birpsryre. [believe so, yes. . We have those figures and I would 
rather let one of our member dealers that has the actual figures with 
him give you those figures on specific dates. 
Mr. Neuus. Thank you, sir. 
Mr. Birpseyr. I will call first, George Fitzenberger. George is a 


Standard Oil Dealer, and formerly a salesman for the Standard Oil 
Co. 


TESTIMONY OF GEORGE FITZENBERGER, STANDARD OIL DEALER, 
BLOOMINGTON, ILL. 





Mr. Frrzenpercer. I think, gentlemen, that there is just one point 
that I would like to make. I listened to the different testimony, too. 
I believe I would like to clarify one thing, in regard to all this 


pressure. 
I think much of that pressure as far as “you have to take so many 
tires”—“you have to do this”—I don’t believe that is actually the com- 


pany’s idea. I believe it is a gimmick or a lever that the salesman, 
himself, is using, not that you get the wrong idea. 

Mr. Roosrveit. Well, the basic point is, Does it happen ? 

Mr. Frrzensercer. It happens. I have used it. 

Mr. Roosrtvettr. You have used it? 

Mr. Frrzenpercer. I have used it. 

Mr. Roosrverr. Thank you. 

Mr. Firzenpercer. It is my job. I would like to remark that one of 
the things I think the gentlemen will be interested in about this 25- 
percent margin—it is right i in my notes and maybe I will read it. 

Recently, Standard Oil Co. called together what they called a select 
group of dealers, 12 in all, for the purpose of making some talking 
movies. I wonder whether this particular group wasn’t in mind at the 
time. 

These 12 dealers are from all high-gallonage stations around the 
metropolitan area, and at different times they, in turn, are called 
in to see if a price war is in the offing or something like that that they 
can discuss in their immediate area, and, of course they represent that 
area, 

At this time, it was for the purpose of making a talking movie. 
The idea was to talk in front of this camera—complete Holly wood 
style—cut—so forth—on stage. Mr. Vander was approached, who is 
sales manager of the consumer department of Standard Oil, and 
formerly a reseller and in front of the camera he says he is in com- 
plete agreement with the thing. I said, “Wait a minute, Bob. We are 
not.” My partner says the same thing. He said, “Wait a minute.” 
He then picked out a specific month where we did 25 percent or a little 
be a and I said I would go along with that. 

I don’t know if that movie was brought in front of you, but, any- 
way, there were 12 dealers from St: andard Oil up our way all in excess 
of a half million gallonage a year. 

He said, “Let’s go along with it. After all, in December 1954, during 
the price war, that was the case.” 

I believe that is all. The rest would be repetitious. 

Mr. Rooseveit. There was a question from counsel if you had any 
specific cases that you could give as to the continued disturbances in 
your area after the so-called Twin City plan was put into operation. 
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Do you have any facts or figures on that that you can give to the 
committee ? 

Mr. Firzensercer. No, not in that regard, but I have some other 
things. 

Mr. Rooseve.r. Mr. Birdseye, you made the statement that the 
situation was still disturbed. I think the committee would feel that 
your testimony would be more effective if you supplemented it by 
specific facts or figures. 

Mr. Brepsere. Well, yes. In the Twin City area, after hearing the 
testimony of these other gentlemen that came on before, the cost of sell- 
ing gasoline in the Twin C ity area is just as high, or possibly higher 
than in some other areas. 

We figure that our cost of doing business is in the neighborhood of 
6 cents a gallon, and the margin of profit or the margin has been set 
by these oil companies at 5.1 cents at present; and because they 
are having trading stamps in their company-operated stations and 
in their commission stations, they are forcing dealers to be lower 
in price than 28.4 so that they are actually working on a less margin 
than 5.1. Many dealers are working down between 4 and 414 cents 
just because they are trying to be competitive for gallonage reasons, 

Now, as we came in this morning from the airport in a cab, we 
thought that Chicago looked like a paradise compared to Minneapolis. 
Price signs in Minneapolis and St. Paul are every place. Trading 
stamp signs are every pl: vce. In many cases, there are so many trad- 
ing stamp and price signs at these stations that you have trouble know- 
ing what brand of a station it is. 

It is just those things that everything is down, and it seems that 
whatever we try to do through these commission- type company-oper- 
ated outlets, they just seem to ) drive it further down: 

Now, we hear about the prices of gasoline in South Bend, Ind., going 
back to normal of 31.9, and 34.9 which is a 3-cent spread between 
regular and premium. In the Twin Cities it is 2 cents. They don’t 
allow the dealer to make anything extra on his premium sales where 
they do in other parts of the country. 

With our price of 28.4, when it has been below that a lot of times, 
our margins are way down. 

I would like to call now on Don Knight from St. Paul. 


TESTIMONY OF DONALD KNIGHT, ST. PAUL, MINN. 


Mr. Knicut. 1 have a DX service st: ition which is a major brand on 
the South Side of St. Paul. The station is located at 2525 West Seventh 
Street, and within a mile of me there are two of these Shell C stations, 
both of which have stamps, and which is the case with almost every 
Shell C station in St. Paul. 

Now, the prices in those C stations, as we have heard before, are 
set by the company, not set by the operator, or by the manager, what- 
ever they want to call him. 

Their prices are, as Mr. Birdseye said, are set at 28.4 which is Stand- 
ard’s recommendation without stamps. 

Now, at one of these stations, which is located at Snelling and Ford 
Parkway, the station has held that price for quite a while, and, 
finally, the operators within his immediate vicinity, within a 6-block 
area, decided that the only way they could combat that was to go down 
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to 27.9, consequently losing what profit there might have been even 
at the margin that we had. 

The dealers in my own vicinity, a three-block area, I would say, have 
decided to keep their price up at the price formerly held, but we are 
losing gallonage because of this. 

We just dec ided we weren't going to sell our goods and give it away, 
is what it amounted to. We weren’t going to give away our money 
or our time, but we are going to end up doing the same thing because 
sooner or later our gallonage is going to get down to a point where 
we can’t economically operate and we are going to have to go down 
unless the situation is changed. 

There is another Shell C station on the same street that I am on 
about a mile toward the city at West Seventh and Otto that is giving 
stamps and holding 28.4 price. He has infuriated another Shell dealer 
to the point where he has gone down to 26.9 in order to combat that 
price. 

Now, that is going to eventually force all the prices in that area down 
if he doesn’t come up, but he feels that it is necessary in order to hold 
his gallonage. 

Gasoline, to a lot of us, is not even a profitable item any more. It 
is a way of getting people into our station so that we can get other 
work from them that is profitable, and if we can’t get them into those 
pumps to start with, we certainly cannot get them into the inside of 
the station, so, consequently, a lot of these fellows are willing to give 
away their profit on gasoline in order to get them in and get the other 
business that might be profitable. That is the feeling of those people. 

Mr. Rooseverr. Mr. Knight, may I assume from your testimony 
that the main point you are making is that your trouble comes from 
the C station ? 

Mr. Knieut. In this particular instance, it comes from a C station 
to start with in our own local area. However, if we didn’t have this 
so-called Twin City pl in of Standard’s, we probably wouldn’t have 
any of this trouble. They set a plan. Shell doesn’t even stick with 
the plan that their own leader has got, and so, consequently, it is work- 
ing a double hardship on us instead of a single one. 

Tf we didn’t have that plan in the first place, we would be a lot 
better off. 

Mr. Netuis. Mr. Birdseye, which of these gentlemen is going to tell 
us specifically what the prices were when the plan went “into effect ? 

Mr. Biroseyr. Right now I will call on Bob Soelberg, from Min- 
neapolis. 


TESTIMONY OF ROBERT SOELBERG, MINNEAPOLIS, MINN. 


Mr. Sortnerc. My name is Robert Soelberg. I operate a Phillips 
station, but my complaint is not with Phillips. It is with several of 
the other companies. 

As far as the prices go, our price disturbance started in the summer 
of 1955. The going price of gas at that time was 27.9. January 1 of 
1956 it was down to 21.9 for 1 ‘egular and 24.9 for our ethyl which is 
called Flight Fuel. 

The purchase price at that time was 17 for regular and 20.9 for 
Flight Fuel, a 4-cent margin. 
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Our disturbance didn’t end, and to get our margin up to be close 
to where it had been until May 7 when prices rose from 26.9 to 28.9 
for regular and from 28.9 to 30.2 for Flight Fuel, during May the 
purchase price, and that was after May 7 I should say, the purchase 
price was 22.2 for regular and 24.2 for Flight Fuel, the highest margin 
we have had for a long time. 

Today it has gone back to 5.1 mi irgin and gas today is selling for 
28.4 for regular, compared to 28.2, and ethyl is selling for 30.4 com- 
pared with 30.2. 

Mr. Roosrverr. Is this comparable to Standard Oil and other 
prices ? 

Mr. Soerperc. Yes. 

Mr. Birpsrye. Exactly comparable to Standard Oil’s suggested 
prices. 

Mr. Roosrvetr. You may proceed. 

Mr. Brirosrye. Now we call on Norbert A. Gresser who was for- 
merly a Shell C operator, and I think he has a story to tell that you 
would like to hear. 


TESTIMONY OF NORBERT A. GRESSER, MINNEAPOLIS, MINN. 


Mr. Rooseveit. Will you tell us what you are doing now ¢ 

Mr. Gresser. I am a Conoco lessee now. About the only thing I 
could add that wouldn’t be repetitious is instances of pressure applied 
through C-type operations by Shell which would be impossible for 
an active C manager to give because of the 24-hour cancellation clause. 

That clause, incidentally, is set so you may be terminated in 24 
hours without notice according to their Form No. SR 1771, revised 
January 1953. 

I had an experience that I will relate and will skip a lot of this 
repetitious stuff. We operated a Shell station at 6545 Portland in 
Richfield, Minn. That is, my partner and I operated the station start- 
ing in June 1954 through our termination date of November 12, 1956. 

We were fair-haired boys with the company through all but 6 
months of that time. In January of 1956 a unit was built at 8041 
Nicholette Avenue, which would have been our closest Shell competi- 
tion, and we were asked to assume managership of that new unit along 
with running the other unit. 

In August of the same year we terminated operation at the new 
location because of, we felt. unfair commissions paid on their gaso- 
line. We were being paid during the price war; when the minimum 
commissions were 2 cents per gallon on each, we were being paid 
three-quarters on premium and 3 on regular, and an additional pay- 
ment was considered promotional allowance because of the new station. 
Yet, at the same time, the Shell station at 47th Street and Nicholette 
Avenue was being paid 4 cents commission. 

The reason given me by Shell’s salesman, Mr. Tuton, at that time 
was that that station, that particular unit, had been a troublesome 
unit so far as Shell was concerned, and it was necessary to pay this 
higher commission to retain an operator. 

Shell, incidentally, has, I believe, 80 percent of their units on the 
C operation. This information was given to me by the operator and 
confirmed by Mr. Tuton, the Shell salesman. However, nothing would 
be done in my case as to inereasing commissions. 
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The other incident I would like to relate concerns our first and 
larger unit. Twenty thousand gallons is considered a fair unit for 
Shell. 

In July of 1956 our water supply ended, the well system, and we 
have no public water system in Richfield which is a suburb, at which 
time, of course, we went through the necessary channels to have re- 
pairs made. 

We worked without water through our termination to November 
12, 1956. During this time, of course, we exerted every measure pos- 
sible to install a new well without success. One time during this 
period when we were without water, Mr. Haglund, who was the sales- 
man at that time, and Mr. Clayton, who was then also a salesman, in- 
formed me that things should be cleaned up around the station, and I 
agreed that things were dirty, but it seemed kind of ridiculous that 
they should be expecting things be cleaned up without water. 

At that time I was informed if I didn’t like working under condi- 
tions as they were, that there was an operator available for the unit 
and that he would move in any time I would be willing to move out. 

Well, at that time our stock and equipment inventory was approxi- 
mately $8,500, and to a small-business man that is a considerable in- 
vestment with this type of so-called lease. 

So we decided that in order to continue in business with Shell it 
would be necessary to negotiate a standard lease, a form which they 
do have in a small percentage of their units. 

Our first request was completely denied in that they said the station 
couldn’t be leased. After telling them if that were the case to protect 
our investment we would have to look for another unit possibly on 
the same corner, a lease was offered to us by the district manager, Mr. 
Adams, at $300 a month, flat rental. With a comparable gallonage 
now across the street, our rent is $150. 

So after due consideration, we moved to Conoco. 'To show you 
how this termination came into effect, in September 1956, we informed 
Shell through Mr. Clayton that we were going to make a move unless 
Shell had something better to offer. We felt giving them a notice 
through December 1 would be adequate time and it would be satisfac- 
tory tous to move. We also asked Mr. Clayton if that would be satis- 
factory with them and we even suggested that possibly now that they 
know we have made our stand, that the 24-hour termination would be 
in order, and he said no, they weren’t in any better position than we 
were to make that move and not to worry. 

However, on the 10th day of November 1956, which is a Saturday, 
at 5:30 p. m., we received a registered letter, special delivery, with a 
marking on the outside of the envelope “Do not deliver before 4: 30.” 

This registered letter was our official 24-hour cancellation telling us 
that we had a little longer than 24 hours, to vacate the premises by 
$ o’clock Monday morning which was November 12. 

It is pretty hard to move a business or find a place to move stock in 
that short a time, but that is the agreement in the contract, cancellable 
in 24 hours and they exercised their right. 

However, it is a definite implication at that time as far as I am 
concerned, they weren’t worried about us going out of business, but 
to keep us off the corner. It was impossible to negotiate a lease and 
move over a weekend because all oil companies are closed Saturday and 
Sunday. 
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With God’s help we made the move and are in business, retaining all 
of our old business and it worked out fine, but the thing I am trying 
to imply is that the pressures are there. The pressures are there. 

The C operation isn’t fair in that in most cases the operator cer- 
tainly is responsible for the contract, but he isn’t aware of the pressures 
when he goes in or he would never accept a contract of thistype. Yet, 
he goes in thinking he has a C type lease. 

You are responsible for your help and they tell you to hire and fire 
and put on more hours of operation. It is a complete domination all 
the way through. 

I am of the personal belief if this type of operation should be al- 
lowed to exist, it should be a complete salaried operation and not have a 
requirement where, if you read this contract, you will find the oper- 
ator being held responsible for all business factors, and, yet, having 
no right whatsoever as far as small business is concerned. 

I think that is about all I can say. 

Mr. Brrpsere. There is one other point I would like Mr. Gresser to 
bring out. I will mention it and he can say what he likes about it. 

With these Shell C stations maintaining the same price as Stand- 
ard’s suggested price at 28.4, and giving trading stamps, Shell goes so 
far to get these dealers to put in these trading stamps that they allow ed 
them an extra 4 cents—sorry—four-tenths of a cent a gallon commis- 
sion to put them in. 

Mr. Gresser. I could verify that. That holds true for trading 
stamps or premiums. On premiums it is a cost basis. They will pay 
the cost difference up to that four-tenths. 

Mr. Nets. May I ask you this question: You signed the commis- 
sion agreement when you were with a Shell C station dealer volun- 
tarily; didn’t you? 

Mr. Gresser. Yes, sir. 

Mr. Newtuis. You knew ‘precisely what you were signing at that 
time; didn’t you? 

Mr. Gresser. Not exactly. That is the point I tried to bring out. 

Mr. Nests. I want to ask you specifically to tell us in what respect 
the commission agreement itself was different from what you thought 
you signed ? 

Mr. Gresser. Very gladly, and I think that is something that 
should be changed. I don’t know how you ec an do it legally. A 
man is responsible when he signs. However, the C operation is fairly 
new and it doesn’t have to be the gasoline business: it could be any- 
thing. It is just a rather new approach for the ordinary small 
business. 

When the station was advertised to us originally by Mr. McGibbon, 
their salesman at the time, we were on the outside working as em- 
ployees for two different concerns. 

The big thing about it, of course, was location. That is what you 
are primarily concerned with and after you are thoroughly sure about 
the location, then it is the type of lease, if there are any other types. 
They mention and refer to the two types as a C-type lease or an L-type 
lease, so without seeing either one of them and in talking to previous 
operators you assume they are leases, a contract lease is the same 
difference. 
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When it gets down to buying, they try to sell you either one or the 
other and they guide you in all of your dealings. You are sold on 
this particular company or you wouldn’t be talking to them. They 
suggest the C-type lease as being advantageous to a new operator 
primarily because it eliminates him having to invest money in gaso- 
line. In other words, they consign that gas, that original load of 
gas. It eliminates him having to invest that money in gas and so far 
as—and this is under oath—that is the exact difference that was im- 
plied. He said that is the only difference, except that along with 
consigning the gas, we will pay your light and heat and their isn’t 
any rental. We will pay you a commission on the gas. If you 
start now and have a rough winter, there is nothing to worry about. 

Mr. Netxis. You didn’t take the C station agreement to a lawyer 
and discuss it? 

Mr. Gresser. We did after we signed it—believe it or not, and I 
think that is the case of 90 percent of the times. | Laughter. | 

That same attorney advised me at that time we were crazy to operate 

1 day under those conditions and we tried to sell him under the idea 
‘ is fine; they were offering us the moon. He said, “Fine, as long 
as things are going your way, but when they don’t, things are going 
to be different.” 

' Tealled him the night we got the letter and he said, “That is exactly 
what I told you.” There were implications, of course, by the sales- 
man, but that is still how the thing was handled. 

Mr. Bimosrye. I think that is all we have. Our situation is bad in 
the Twin Cities. We have price discrimination in more ways than 
one. We have those things happening. ‘These oil companies are 
actually forcing trading stamps down the throats of these dealers. 
It is just things th: it are rather unbearable. 

We don’t have the number of members or near the percentage of 
members that the association has here in Chicago. Probably, if we 
did, they wouldn't pull all of these things on us. 

Mr. Roosrverr. That is a very good talking point for the association. 

Mr. Brroseye. Yes. I think these fellows that came down with me 
today will carry that thought back with them of the ride between the 
airport and this building. I don’t believe they saw a price sign. 

Mr. Roosrvett. Mr. Birdseye, I don’t want to stop, but I am afraid 
if everybody is as hungry as the chairman, I think perhaps at this 
point the committee will recess until 2:15 o’clock this afternoon, and 
we want to thank you for your presence and for the trouble you teok in 
coming down. We hope the price war will end in your area, too. 

(Whereupon, at 12: 55 p. m., the subcommittee recessed, to reconvene 
t2: 15 p.m.) 

AFTERNOON SESSION 


Mr. Roosrvetr. The committee will please come to order. The com- 
mittee will now hear from a group of Standard Oil dealers and from 
counsel for Standard Oil Co. 

Would you be good enough to bring them all forward at the same 
time and identify them for the reporter, please ? 

Mr. Cuarrerz. Iam Hammond E. Chaffetz, appearing for Standard 
Oil Co. We have here a small group of dealers selected by ourselves 
from the general vicinity of Chicago, 1 or 2 from each locality who 





246 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


came here at their own expense in order to give the committee a some- 
what different viewpoint than that presented by dealers who we might 
characterize as disgruntled dealers who testified this morning. 

I should say bringing these dealers to this hearing was suggested 
by Congressman Sheehan, and I believe also the chairman in Wash- 
ington said he would like to have the opportunity to hear from some 
of the dealers who have complaints. 

Mr. Roosrvert. Thank you, sir. Now, would you be good enough 
to have each of the gentlemen present identify himself and give his 
name and address, and he might add the length of time that he has 
been a dealer for the Standard Oil Co. 

Mr. Lerco. My name is Jerome S. Lefco. My address is United 
States Highway 41 and Lllinois Highway 173, post office, Zion, Il. 
I have been associated with the Standard Oil Co. for 12 years. 
Mr. Epwarp WersEMANN. My name is Edward L. Wesemann. My 
address is Route 1, Hampshire, I]. I have been a Standard Oil des see 

for 10 years. 

Mr. Van Paris, Jr. My name is L. Van Paris, Jr. My address is 
3901 Western Avenue, South Bend, Ind. I have been actively in 
business as owner and operator for 8 years, and operated for 15 years. 

Mr. Marnye. My name is Nicholas Marnye, Jr., and I have been 
a Standard Oil dealer for almost 25 years. 

Mr. Ezra Marquiz. My name is Ezra Marquie, and I have been a 
Standard Oil dealer for 22 years. I am located on Route 54 North, 

30x 253, Kankakee, III. 

Mr. Reeve. My name is Samuel J. Reeve and I have a Standard 
Oil station at 6495 Telegraph Road, Birmingham, Mich. I have been 
with the company 19 years. 

Mr. Fenton. My name is John Fenton. My address is 416 Cornelia 
Street, Joliet, Ill. I was a manager of a Standard Oil Co. station for 
5 years and have been a dealer for 21 years. 

Mr. Peck. My name is Arden Peck, from Lake Geneva, Wis. I 
have been a dealer for 1214 years and salesman for the company for 
7 years. 

Mr. Mistove. My name is Manuel Mislove. I live in Fox Point, a 
suburb of Milwaukee. I have been a dealer for 12 years. 

Mr. Ozimex. My name is Stanley L. Ozimek. I have been a Stand- 
ard Oil dealer for the past 21 years. I operate a service station at 
5159 Irving Park Road, Chicago, I. 

Mr. Harrison. My name is W. H. Harrison of La Porte, Ind. I 
have been a dealer for 29 years with Standard Oil Co. 

Mr. Toxarskt. I am John Tokarski, of Three Rivers, Mich., and 
have been a Standard Oil dealer for 15 years. 

Mr. Enrenserc. My name is W. H. Ehrenberg, of St. Joseph, 
Mich. For 22 years I have had a service station at the corner of Main 
and Pleasant Streets. 

Mr. Roosrvetr. Gentlemen, I am going to swear you, but may I ask 
that you all speak as loudly as the last gentleman and then every- 
body can hear you in the back of the room. 

Would you all rise, please, gentlemen, and raise your right hands. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 


but the truth, so help you God ¢ 
Mr. Lerco. I do. 
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Mr. WeseMann. I do. 
Mr. Van Parts, Jr. I do. 

Mr. Marnyg, Jr. I do. 

Mr. Ezra Marquise. I do. 

Mr. Reeve. I do. 

Mr. Fenton. I do. 

Mr. Peck. I do. 

Mr. Mistove. I do. 

Mr. Ozimex. I do. 

Mr. Harrison. I do. 

Mr. Toxarskt. I do. 

Mr. Enrensere. I do. 

Mr. Roosrvetr. Counsel would like to ask one question before we 
start. 

Mr. Neuuis. Mr. Chaffetz, I was given a list of these dealers yester- 
day. Is Mr. William Mattarozi here ? 

Mr. Cuarrerz. He got lost during the lunch hour. I don’t see him 
here. 

Mr. Newuts. I would like very much to have him here, because I 
have some questions to ask him. 

Mr. Cuarrerz. We would very much like to have him here too. If 
he shows up, we will let you know. He may be delayed. 

Mr. Rooseveir. Gentlemen, in order that everybody should have 
the opportunity to say something—obviously we could be here all 
the rest of the afternoon listening to what I am sure you would like 
to tell us, but if you would be good enough to restrict your comments 
to 2 minutes a piece, we will then put your complete statement in the 
record as if delivered in full. 

So, if we may, may we start on this side and go right around the 
"Se rin which you gave your name to the reporter. 

sak as loudly as you can as it is a long way to the back of the 
aieik 


TESTIMONY OF JEROME S. LEFCO 


Mr. Lerco. I operate Jerry’s Service, Inc., located at the inter- 
sections of United States Highway 41 and Illinois Highway 173 ap- 
proximately 45 miles north of Chicago. I have been at this location 
since 1946. My exper'ence in these past 12 years of dealing with or 
through the Standard Oil Co. in no way bear out the need for pas- 
sage of your proposed bills H. R. 425, 426, and 428. 

I am fortunate to be able to classify myself as one of a group of 
small-business men who has attained moderate success in his busi- 
ness venture and upon two occasions been able to set. forth improve- 
ment programs beneficial to my business. For the past. few months, 
plans have been formulated to embark upon another imp: ‘ovement 
program of a larger scale than in the past. If my interpretation of 
your bills, as read and judged by myself, is correct, I feel that it 
‘would be a very foolish move on my part to consider this new pro- 
gram if these bills were passed and I might say I feel so strongly 
about it as to be « ‘completely discouraged to want to remain in the gaso- 
line business. 

This is the second occasion in a short period of time that various 
legislation, which I feel is aimed directly at the oil industry, has 
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been proposed and I feel compelled to express my displeasure of havy- 
ing my rights for free enterprise handled in a communistic manner, 
It seems that I am not along in my viewpoint on these matters, for 
discussing this with other operators in this area, all show that they 
bear out the same v iewpoint. I feel that the gasoline retail business 
of which I am a part is one of the basic small businesses and I might 
add essential businesses in our country today, and in these past 12 
years that I have been fortunate enough to participate in this busi- 
ness, I can find no reason for changing the methods under which we 
operate, under the methods in which we get assistance, advice, sup- 
ates and most important security by fair leasing opportunities. 

I place importance of this leasing before you “with full knowledge 
of past experience in my lease dealings with the Standard Oil Co., 
of which I can find no fault. I do wish to point out to this committee 
in reference to their proposed restriction of our suppliers selling us 
TBA products that it is the fine system they offer us which en: ible us 
to better serve the motoring public. I asa businessman find that buy- 
ing a nationally advertised product of my supplier is a far superior 
method than if I were forced to shop nconad for the affiliated items 
common to a gasoline service station. I do not mean by this to say 
that I do not seek outside sources for various items or am I told that 
I cannot seek outside sources for these items but readily believe that 
the sources now open to us make for wise business methods. 

I would like to add that if legislation as now written to eliminate 
the necessary big guys but in reality destroy the small guy, is success 
ful, it would only lead to ad litional legislation each time aimed to 
knock down a large industry. and large industry is the backbone of 
experiment, research and pilot of our modern trend of realistic devel- 
opment. Why pick on the oil industry / 

Mr. Roosreverr. Thank you, sir. 

Woukl you submit your statement and put it on the table up here 
so we may collect them. 


TESTIMONY OF EDWARD L. WESEMANN, STANDARD OIL DEALER, 
HAMPSHIRE, ILL. 


Mr. Wesemann. My name is Edward L. Wesemann, a Standard Oil 
dealer from Hampshire, Hl. I have been a Standard dealer for myself 
for 10 years, starting with my own capital, with over 10 years expe- 
rience previous to that time working in a Standard station. 

1 don’t know who planted the seed for this proposed legislation 
unless it could have been that small group of dealers who have not 
made a suecess of their business due to their own shortcomings and 
are now trying to put the blame for their failure onto someone, 
namely the big oil companies. 

I have been happy with my association with my major supplier 
throughout the years and I feel that all other successful dealers would 
say likewise. I have my station, which is leased to the company, and 
I lease it back from the company. By so doing, I enjoy many adver- 
tising and maintenance benefits plus a one-half cent a gallon rent dif- 
ferential between what the company pays and what I pay. Iam vehe- 
mently opposed to not allowing my company—Standard—from sell- 
ing TBA products. Because even though there are many accessories 
that I do not buy from Standard, the ones I do buy, large ly tires and 
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batteries, I feel that I am getting the best value all the way around. 
Namely, quality, public acceptanc e, price, warranties, among other 
things. Many of the accessories not bought from the company now, 
such as fan belts, oil filters, battery cables, spark plugs, mufflers, tail 
pipes, | did at one time get from Standard. 

The main reasons why I do not buy these items from the company 
now, and will so continue, are that I can get the same quality, and 
in some cases, a better price, and I can get same day delivery which 
facilitates carrying a smaller inventory. a am naturally asked by the 
Standard Oil Co. salesman to purchase more Standard TBA items, 
but I am not pressed or have I been threatened in any shape or form 
to do so. 

In closing, I would say that it would be very unfortunate for the 
company and all dealers—who should be dealers—if any or all of the 
proposed bills are passed. 

Mr. Roosrverr. Thank you, sir. Next gentleman. 


TESTIMONY OF L. VAN PARIS, JR., OWNER AND OPERATOR, 
SOUTH BEND, IND. 


Mr. Van Parts. My name is L. Van Paris, Jr., and I am located 
at 3501 Western Avenue, South Bend, Ind., owner and operator of a 
service station. This station has been at the same location for 35 years 
and always with the Standard Oil Co. 

My parents own the station and have a lease arrangement with the 
Standard Oil Co., and it has been released to me. We have a net rent 
advantage of 0.6 cent a gallon. At 3520 Western Avenue, which is 


directly across the street, we have a lease arrangement with the Stand- 
ard Oil Co. on another station—the property being owned by my par- 
ents and the service station by the Standard Oil Co., leased to another 
individual. 

We feel we have been successful with the Standard Oil Co. as owners 
and operators of a service station. Also, our earnings from these 
operations have ae us to purchase other real estate. 

If bill H. R. 426 were passed, I feel it would be a definite disad- 
vantage because i in our case we would not be able to lease to and from 
the Standard Oil Co. or any other company which sells to gasoline 
dealers. It is hard for me to‘understand how anybody could be behind 
such a bill as this. 

I have actually been in business for myself for 8 years, and have in 
reality operated it much longer than that—both previous to the war 
and afterward, which totals about 15 years. In all this time we have 
always felt free to purchase tires, batteries, motor oil, and accessories 
wherever we wished. We have sold and do sell Willard batteries, 
U.S. Royal tires, and Royal Triton motor oil. We sell Prestone anti- 
freeze and Zerex in addition to our Standard Oil Perma Guard. 

So in my opinion, bill 428 is not needed in my case or any others I 
happen to know of. I still use all Standard products that I can be- 
cause of many reasons, but largely because of appealing price, length 
of guaranty, ‘and convenience of purchasing because of the proximity 
of the warehouse. We always have had with Standard Oil Co. har- 
mony and friendly relations. 

In my opinion, it would be a definite disadvantage if Standard Oil 
could not or would not sell any TBA products or anything else to me. 
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In our case, I can’t understand the reason for a so-called good-faith 
bill No. H. R. 425, because our number of years’ service with the com- 
pany is an indication we haven’t had a cause for any such bill. 

Our renewed leases over the period of years is a verification of that. 
In this period of time, minor differences have arisen, but always seem 
to be corrected with no difficulty. Although we only have a year-to- 
year lease with the company, I have every confidence that we will be 
a member of the family a long time to come. 

Mr. Roosevett. I am going to ask you one question specifically be- 
cause you come from South Bend. 

Were you present this morning ? 

Mr. Van Pants. Yes. 

Mr. Rooseverr. I want to ask you whether you were informed last 
night that the price war was over ? 

Mr. Van Parts. No: last night I was not informed. I did under- 
stand that the gas war was going off effective last night at midnight or 
this morning. 

Mr. Roosrveit. How did you understand it ? 

Mr. Van Parts. We had a call and they said that they thought 
the tank-wagon price or everything would be up today. 

Mr. Roosrvetr. Who called you ? 

Mr. Van Paris. Standard Oil Co. 

Mr. Roosrvett. Who? 

Mr. Van Parts. Oh, golly, I wasn’t there when the call came 
in, but I can find out. In all probability the salesman. 

Mr. Roosrvetr. The salesman. 

Mr. Cuarretz. I will have some comments on that later, Mr. Chair- 
man. 

Mr. Roosevetr. Well, I would prefer to have it from the dealer. 
Who normally makes those calls? 

Mr. Van Paris. I can’t think of his name—Bill Paradise—that 
is it. 

Mr. Neuuts. When was this call ? 

Mr. Van Parts. Today is Wednesday—Tuesday— Monday evening 
I heard rumors that the gas war would be over Wednesday morning. 

Mr. Netuis. I did not ask about rumors. When was the call that 
you understood was made ? 

Mr. Van Parts. There was a call to my place of business Monday 
evening, but I was not there when the call came in. 

Mr. Neuuis. What is the name of the man who received the call? 

Mr. Van Parts. One of the boys that works for me, Sigmund 
Czernik. 

Mr. Netuis. And he reported—I wanted to ask what. he reported ? 

Mr. Roosrvetr. No; we will get that later. 


TESTIMONY OF NICHOLAS MARNYE, JR., OWNER AND OPERATOR, 
HAMMOND, IND. 


Mr. Marnye. My name is Nicholas Marnye, Jr., and I own and 
operate a service station at 6450 Calumet Avenue in Hammond and 
I own a station and lease and release to the Standard Oil Co. I 
started in business in 1933 and when I first started there, I didn’t 
own the property. I leased it from a Mrs. D. Clark. I leased that 
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articular piece of property until she passed away and I purchased 
it in 1946. Three years later, in 1949, I tore the old station down 


and I built myself a new three-bay modern Standard Oil service sta- 


tion. I wanted to build it according to Standard Oil plans and did 
that. 

While I had this new station under construction, I had a chance 
to purchase another location which Mrs. Frank Long, in the real 
estate department of Standard Oil Co., told me about. Standard 
Oil had a purchase option on this property at one time, but did not 
purchase it, so I did. It was about 2 or 3 miles from my present 
location. I built another station on this property in 1950 a two-bay 
station. That station I also leased and released to Standard Oil Co. 

Incidentally, the original station that I built, I had enough money 
to purchase the property and put up my own building. I didn’t 
have to have a loan on this and had enough money to purchase the 
property of my No. 2 location. On my No. 2 location I borrowed 
$15,000 from the Standard Oil Co., which I paid back in 3 or 4 years. 

I have 16 employees and both of my service stations are open 24 
hours a day. I find it necessary to keep my stations open 24 hours a 
day because the terrific tire business we do. We have them on display 
24 hours a day and that probably has played a big part in making 
us the world’s largest Atlas tire dealer. Our gallonage for the 2 
stations last year was approximately 1,100,000 gallons. Now we do 
quite a job on antifreeze and the antifreeze that I sell is a Du Pont 
product—Zerone and Zerex. We handle some Permaguard also. We 
handle U. S. Royal tubes exclusively and, of course, we sell our Atlas 
tires and Atlas batteries. We do handle a few other batteries and 
occasionally we will sell a few other brand tires. 

We set our own pattern or method or way of operation and in 
fact about one-half of the accessories that we handle are not sold 
to us by Standard Oil Co. We handle other accessories. 

About 3 or 4 months ago, we had the salesman from Socony Vacuum 
in to see us, asked me about my lease arrangements, wanted to know 
when it was going to expire, and asked me if I would consider making 
achange. I told him that at this time, I was satisfied but possibly 
at a future date I might consider it. 

I’m not in favor of these new bills and one of the reasons is that 
I’ve worked for 24 or 25 years building for security and now I feel 
that security could ae be taken away from me. If they divorce 
the TBA from the gasoline business, that would practically put me 
out of the tire business which has taken me a long time to build and 
I couldn’t lease and release the stations to the Standard Oil Co. or any 
other oil company. Well, I would have to operate these stations 
then as an independent dealer. I feel more secure with the backing 
of my oil company than operating under my own name as an indi- 
vidual. This is a highly competitive business and the 24 or 25 years 
I put in this business—I could possibly lose everything that Ihave 
worked for in this competitive market of today. 

As far as that good faith bill is concerned, I just don’t understand 
it—it is very bros id, but to my way of thinking, it doesn’t seem to make 
any sense and I think that all I can see that could happen would be 
eh arguments—lawyers discussing it—trying to prove what is in 
the bill. 


92285—57—pt. 417 
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This partnership between myself and the Standard Oil Co. has been 
a good deal for me. I made a real good living and I made some extra 
money. I have these two service “stations in Hammond and along 
with those, I have been able to purchase 3 other pieces of property 
whereby I have built 2 additional service stations on them and leased 
them to the Standard Oil Co. The third and last station under this 
plan, I have not started construction as of this date. So summing it 
all up, the partnership between Standard Oil and myself has been a 
very good moneymaking partnership. So far as I am concerned 
these new bills th at we have, H. R. 426, H. R. 425, and H. R. 428, 
I am absolutely not in favor of them. 

Incidentally, I heard the man this morning mention Prestone, and 
I forgot that, but we also sell Prestone at our service station. 

Mr. Roosrvetr. Thank you, sir. 

Now, I am going to have to announce here: After this, I am going 
to hold you strictly to the 2-minute rule. That last gentleman was 
414 minutes. If you want to summarize, summarize; ‘but at the end 
of 2 minutes I am going to cut you off. 


TESTIMONY OF EZRA MARQUIE, KANKAKEE, ILL. 


Mr. Marquie. I am Ezra Marquie, my business address is Route 54 
North, Box 253, Kankakee, II. 

In October 1935 I received a letter from the personnel department 
of the Standard Oil Co. in which they asked me to come in and see 
them. So I went in and was offered a position as B station agent in 

Anne, Ill. I accepted and ran the B station ‘for 1 year: that is, 
selling petroleum products direct to farmers and | also supplied 4 
small service stations. 

After 1 year operation, I doubled the business at that particular 
location from the year previous and at the time there was a service 
station up for lease at Kankakee at 204 North Indiana Avenue. The 
location looked good to me. It was on a highway and close in to the 
business district. I asked for the lease on that station. But having 
an increase at the St. Anne location, they did not like for me to give 
it up. However, they gave me my choice so I leased the service sta- 
tion in Kankakee. 

In my second year there, the business had a tremendous increase so 
the company enlarged the station and added one stall to it. Two 
years after, they added another stall because business kept increasing. 
I leased that particular station year to year, but at no time did I 
worry about my lease as the company always handed a new one to 
me several months before it expired. 

After I was there 10 years I decided on buying some land on the 
edge of the city on the same highway that I thought would make 
an ideal spot for a service station. I have a partner and he is my 
brother-in-law, Mr. Francis Lambert, who worked with me 6 years 
in the first location. Then he enlisted in the Air Corps. After com- 
ing out of the Air Corps, we decided to purchase this land and put 
up this service station. Through my efforts at the No. 1 location, I had 
saved up $10,000. So we each put up $10,000 in this location and 
borrowed $20,000 from the bank and built a new station and then 
leased it to the Standard Oil Co. and they, in turn, lease back to us. 
My partner operated that while I continued to operate the No. 1 
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location. After 5 years in our own business, the business increased 
tremendously and required both of our attention and I hired a man- 
ager to run the No. 1 station, and I spent my time at our own loca- 
tion. 

At the No. 1 loeation in 1949 we became the No. 1 position in Atlas 
tire sales in the division. In 1951 we became the No. 1 in Atlas tires 
in the division at the No. 2 location, our own place. In about 1952, we 
decided that we needed to further our tire business. We felt we 
wanted to buy tires that would take care of the farm area because we 
are in the agricultural area and there is a large market for that par- 
tieular tire. We started to market Firestone along with the Atlas 
tire. In 4 years time handling both brands, we became Firestone 
distributors and at the present time we are in first place in the Chicago 
division in selling of Firestone tractor tires. During this handling 
other than Standard, we were never criticized because our company 
saw that we had a market for those products. We handle Delco bat- 
teries, General Electric products, and Toro lawn mowers. 

On December 10, 1956, the No. 1 location, by not giving it my per- 
sonal attention, began to lose some of its business and thereby I felt it 
would be best for myself and for the company to give up the lease to 
them. They even tried to persuade me to keep that lease—they did 
not want me to give up the station; but due to the fact that my entire 
time was needed at the present location, I decided to let it go and did 
on December 10. 

At our present location we are employing 7 men and 1 girl. My 
time has to be spent there with the kind of operation we have. 

I would like to say that throughout the 22 years that I have been 
in relation with the Standard Oil Co., they have always managed to 
meet me half way on all discussions. I have had a wonderful rela- 
tionship with them and I would hate to see any bills passed which 
would jeopardize the relationship of myself as a dealer with them. 
Because through their suggestions and help they offer and coopera- 
tion that they give us, if a dealer has any initiative about him and 
wants to go ahead, he can’t help but do good. 

If bills H. R. 425 and 428 were passed to prevent the oil company 
from leasing any station from me, or to me, or from selling me tires, 
batteries, and accessories, it just doesn’t make sense to me. 

Mr. Roosrevetr. Thank you, sir. 


TESTIMONY OF SAMUEL J. REEVE, BIRMINGHAM, MICH. 


Mr. Reeve. I am Samuel J. Reeve and I lease and operate a gas 
station at Maple and Telegraph in Detroit. I have been there 12 
oo In 1945 I leased the station from Standard Oil Co. on a 1-year 

asis and operated on that basis until 1949. 

In 1949 they offered me a 3-year lease which I took. I guess they 
liked what I was doing. I had built the station up from a 6,000 
gallons-a-month to a 75,000 gallons-a-month. At that time the sta- 
tion was not big enough in space to take care of the business so I went 
to Mr. Swindell, manager of Standard Oil Co. in Detroit, and asked 
that they rebuild the station to meet our needs. They brought us out 
a plan of a station that they would rebuild and I told them that was 
not adequate for that corner and asked them to follow some plans on a 
station which I had in my pocket. They did. 
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I also asked them for a 5-year lease and I also asked for a maximum 
rental which they gave me. I knew that the land value of the neigh- 
borhood was increasing rapidly and I wanted to nail down the rental 
for a 5-year period. With this maximum rental I have been able to 
reach a gallonage by the middle of September of each year so that I 
have 314 to 4 months of free rent. 

We are pumping from 95,000 to 100,000 gallons a month and have 
an increase of 32,000 for the first 8 months of 1957. We employ 31 
men which includes 1 CPA, 1 bookkeeper, 2 stockmen, and the rest 
are attendants. We operate for the Automobile Club of Michigan, 
We have 6 wreckers, 1 courtesy car, and 4 Willys jeeps which are used 
to plow snow from people’s driveways as a free service. 

My business is built upon service. We give no premiums to the 
customer or stamps. We have only one thing to sell—and that is 
service. 

We handle Standard Oil gasoline and motor oils and also Benzol 
gasoline which is an independent brand, which some of our customers 
use or demand. We handle DuPont’s merchandise as well as Autolite, 
AC, and other products of competitive companies. 

Our principal source of supply for TBA is Atlas merchandise from 
Standard Oil; we also have Goodrich and Goodyear tires and batteries 
for our customers. 

Although we like to sell Atlas tires and batteries because they have 
the highest quality of any tires or batteries on the road and also the 
best written guaranty which is backed by the Standard Oil Co, and by 
Atlas dealers anywhere in the United States, I feel perfectly free to 
handle any brands of merchandise at my station that I wish to, or that 
my customer would ask for, 

Legislation to forbid my gasoline supplier to sell me tires and bat- 
teries or TBA would work a real hardship on my operation, I buy 
tires in carload lots the first of the year which I do not pay for until 
May, June, and July, which gives me time to sell the product before 
the payment becomes due. In other words, I am operating on Stand- 
ard’s money. 

Also Standard Oil Co. supplies me with a credit-card system which 
is 60 percent of my business. With this credit-card system I can sell 
a customer a set of tires and give him 6 months to pay for them without 
any interest or carrying charges. If any supplier could not sell me 

I think it would work a hardship on me and other dealers because the 
dealers don’t have the money to take care of an inventory and because 
it would cut off the normal source of supply. 

In my own opinion many a dealer has gotten a good start leasing a 
station from an oil company with very little investment. My own 
ease is typical. I hitchhiked into Michigan from Indiana with $1.50 
in my pocket and began working for a dealer at Gratiot and Parker 
in Detroit. In about 3 months this dealer left and his brother asked 
me to run the station. I purchased half interest with money I bor- 
rowed from the Standard Oil Co. The station was doing 2,000 gallons 
amonth. We built the business to 20,000 gallons a month—then World 
War II was declared. I was in the war for 3 years and 8 months. 

I came back broke—went to see the Standard Oil Co. and asked them 
if they could help me. They said I had a right to pick up the station 
I had before and loaned me the money to buy uv the inventory for 
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$900. I operated the station for 8 months and then found out that 
they had purchased the corner at Maple and Telegraph, which I asked 
to lease. Standard okayed the leasing of the station to me and loaned 
me $5,000 to buy the inventory. 

This station now has $32,000 worth of inventory, $24,000 worth 
of equipement and the ground and property is worth approximately 
one quarter of a million dollars. I have no fear of ever having my 
lease cancelled as long as we do business and work together as we have 
in the past 12 years. I think any dealer worth his salt can get along 
and make money under today’s rules and regulations. I would hate 
to see legislation passed which would change the ground rules and 
make it imposible for my supplier and me to operate as an effective 
team. 

And, if = Brown would like to know, I make a lot better than 
$8,400 a yea 

Thank beet [ Laughter. | 

Mr. Roosevert. Thank you. 


TESTIMONY OF JOHN FENTON, JOLIET, ILL. 


Mr. Fenton. I, John Fenton, Scott and Cass Streets, Joliet, IL, 
starter to work for the Standard Oil Co. in 1931 as a service station 
manager and worked in that capacity until 1936 when I leased the 
service station from Standard Oil until October 1942. 

In October 1942, I started to work for the Standard Oil Co. as 
a salesman and worked in that capacity until 1944 when I leased the 
same service station back from them as the operator wanter to get 
out. Since that time I have leased this station from them on a year- 
to-year basis until 2 years ago when they gave me a 3-year lease, which 
was done voluntarily as I felt secure at all times and didn’t make : any 
difference to me how long the lease ran. 

In 1950 the company rebuilt our service station. We now have the 
largest service station in the Joliet field, a 4-stall station, and are at 
this time pumping better than 40,000 gallons of gt asoline per month. 
We have had a steady increase each year in the gasoline business. 
Along with gasoline, we sell motor oil, tires, accessories, do tune-up and 
brake work. Along with Atlas tires, we sell United States and Good- 
year; Atlas and Delco batteries; Presto, Zerex and Super-Pyro anti- 
freeze. We are distributor for Delco ignition parts. In fact, we do 
anything that we feel we can make a nickel on. 

We are open 16 hours a day, 7 days a week from 7 in the morning 
until 11 at night. We employ 7 full-time and 1 part-time man. In 
1936 the Standard Oil Co. loaned me enough money to buy the in- 
ventory of the station when I leased it, and from time to time I have 
borrowed money from them and repaid same. 

In 1953 I purchased some property in Coal City, IL, and leased it 
to the Standard Oil Co. for a service station site which they built 
and which they re-leased to a third party. The company helped me 
secure the money from the bank. They put up the building and this 
will amortize itself over a period of 10 years. 

I do not feel that House bills 425, 426, and 428 can help me in any 
way. In fact, I believe it would be a great injustice to me or any other 
person who leases a service station or who owns a service station as I 


do. 
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In my opinion, I think the service station business is a good business 
for any young man to start into today, and I do not see why we should 
have to have controls such as these. 

We have had nothing but good relations with the company. 

Mr. Roosevettr. Thank you. 


TESTIMONY OF ARDEN PECK, LAKE GENEVA, WIS. 


Mr. Pecs. My name is Arden Peck, from Lake Geneva, Wis. From 
January 1, 1937, to November 1, 1944, I was a salesman for Standard 
Oil Co. Duri ing the last few years of my time as a salesman, I became 
somewhat dissatisfied because of not getting a promotion. 

The station which I eventually leased was in my territory. The 
dealer gave his cancellation notice effective November 15, 1944; by 
agreement by dealer and Standard Oil Co., I leased the station as of 
November 1, 1944, and have had continuous operation since that time— 
a matter of 1214 years. The former dealer retired from the service- 
station business to go into a clothing business. 

I took over the service station with $100 of my own money and notes 
payable to two individuals of $2,500, which I paid off ina year. Since 
that time, I have built my inventory to approximately $30,000. From 
the time of my original lease, I have had leases of 6 months to 3 years. 
At no time have I ever felt insecure because of the length of my lease, 
and would operate a station for Standard Oil Co. on a month-to- 
month basis, if necessary. 

In 1954 my gallonage reached its highest point of approximately 
415,000 gallons. In the past 2 years, I have lost approximately 50,000 
gallons, reducing my gallonage to approximately 365,000 gallons. 
My reduction in gallonage has been caused by three new cutrate outlets 
coming into town. During the past year I have discussed with man- 
agement my losses and in view of the loss of business the company 
has reduced the price of gasoline in my town to meet competition 
and has also given mea rental reduction. 

During the winter months I hire 2 full-time men and 2 part-time 
men. In the summer my employment gets as high as 10 none 
employees. During the winter months, we operate from 6 a. m. to 
9 p. m., gradually increasing the hours in spring and reducing ¢ them 
in fall, but during the summer, operating on a 24-hour basis. The 
company, on occasions, has asked me to operate on a 24-hour basis 
year-around. I have proven to them that it would be unprofitable to 
operate more than 15 hours per day in the winter time, and as a 
result, there has been little said of 24-hour operation on a year-around 
basis. I very definitely set my hours of operation, even though my 
lease states that I must operate the service station 15 hours per day. 
If I saw fit to reduce my hours so that I were operating only 12 or 14 
hours per day, I do not believe the company would say anything if 
I could show them that additional hours of operation would prove 
unprofitable for me. I have always had a very good relationship with 
the Standard Oil Co. and can see no advantage in bill H. R. 425. 

The company. on occasion, has suggested and urged that I put on 
sales and use certain merchandising plans to assist me, which have 
been very good for me and have forced me to become a better dealer. 
We all need a push occasionally and I probably more so than others. 
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Therefore, I am very happy with the suggestions and recommenda- 
tions that the salesmen present. I do not, on all occasions, take ad- 
vantage of their suggestions because I do not believe that the com- 
pany is right on all their suggestions, therefore, do not use them all. 
It is my belief that bill H. R. 425 accomplishes nothing, other than 
cluttering up the Congressional Record. 

Relative to bill H. R. 428, during the past 10 years, I have been 1 
of the top 10 sone in the Milwaukee division on the sale of Atlas 
tires. In the year 1955 I won a trip to Mexico because of the out- 
standing job done on the sale of Atlas tires, having been the dealer 
with the largest number of tire sales in that year. I handle Atlas 
tires primarily, but do also carry Goodrich, Firestone, Goodyear, and 
United States Royal. My reason for pushing y Atlas tires in prefer- 
ence to the others is their warranty, their credit card, and budget- 
payment program, and the fact that there are better than 38,000 deal- 
ers throughout the country that also handle Atlas tires, thereby bene- 
fiting my business, because, with quality merchandise, when the cus- 
tomer needs an additional ‘tire, he will be interested in coming to a 
Standard Oil Co. dealer handling Atlas merchandise. By making 
the bulk of my purchases from Standard Oil, I get into a larger 
volume bonus—as a result, making more money primarily handling 
one brand of tires. 

My volume of batteries is not too large. As a result, I handle only 
Atlas batteries. 

Most of my accessory products are purchased from Standard Oil, 
but I do handle competitive merchandise which, in my opinion, is 
better than the merchandise sold by Standard Oil Co. As an example, 
I handle Barton radiator products, because, in my opinion, the cleaner 
and protector do a better job than those sold by Standard Oil. In 
addition, I buy mufflers and tailpipes locally. In the past, I have pur- 
chased Prestone, Peak, Zerex, and other antifreeze, but have discon- 
tinued that practice because of the guaranteed program Standard has 
put out along with Permaguard, and it behooves me to give the cus- 
tomer the most for his money, which I believe I do with the sale of 
Permaguard antifreeze. 

It is my firm belief that the passage of this bill would cut my profits 
tremendously, and also would do the oil companies a great deal of 
damage. They would not be in a position to write a warranty which 
would be satisfactory throughout their whole operation, because the 
dealers would handle so many different brands. The warranty is a 
tremendous selling power as far as Standard Oil dealers are con- 
cerned. 

fam very happy with the advertising program put out by Standard 
Oil, and especially the one that made the service-station operator 
something besides a grease monkey. It is my belief that the company 
has helped the dealers tremendously in raising themselves in the ey es 
of the public and their own community. I belong to many organi- 
zations, having been president of the Lions’ ( ‘lub, chamber of com- 
merce. I have been a director of the Red Cross, YMC ‘A, and a trustee 
in the church. 

I am also a member of the Wisconsin Retail Gasoline Dealers’ Asso- 
ciation. I am not always in accord with their policies, just as I do 
not always follow the policies of the Standard Oil Co. I am not in 
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accord with their stand on the S. 11 and H. R. 11 bills, and have even 
gone to Washington to take a definite stand against the S. 11 bill, which 
the Retail Gasoline Dealers’ Association is in favor of—through their 
secretary. 

I am very definitely against bill H. R. 426, because through my in- 
terpretation of it, it would force me to either buy the service station 
if the company were forced to sell, or if they dec ided to operate com- 
pany stations, it would be necessary for me to become a company em- 
ployee or manager in the service station. At the present time I am 
not interested in doing either one. This bill, therefore, would work a 
definite hardship on me, or would eventually force me out of business. 

The leasing of my service station has been a great advantage to me 
over the per iod of years I have been in business, because it gave me an 
opportunity to start in business with the sum of $100 rather than 
forcing me to buy a service station to start in business with. 

It is my firm belief that none of the 3 bills—H. R. 425, 426, and 428— 
do absolutely anything to assist the dealer or give him any advantage, 
and on occasion, could work in reverse, as H. R. 425 might give the 
company an opportunity to sue me if I decided to leave them prior to 
the expiration of my lease. 

Mr. Roosrveir. Thank you. 


TESTIMONY OF MANUEL MISLOVE, FOX POINT, WIS. 


Mr. Misiove. I live in Fox Point, a suburb of Milwaukee. I have 
been a dealer for the Standard Oil Co. from 1945 to the present time 
at 1503 West Center Street, Milwaukee, Wis., and at 5605 North Lake 
Drive in Whitefish Bay, Wis., a suburb of Milwaukee. Prior to that 
time I spent 3 years’ service in the United States Air Force. Prior to 
that I worked for both Standard dealers and other dealers for about 4 
years. 

In September of 1945 with $1,000 capital and a $2,500 loan from 
Standard Oil Co. I went into business in a service station owned by 
the Standard Oil Co. The loan was paid off within the first year. 
Within a year or so I asked them for a larger service station which was 
refused at thattime. About a year and one-half later they approached 
me and offered me the service station that I presently lease. 

In 1956, they completely remodeled the service station and spent 
approximately $65,000 on remodeling. They were very generous in 
waiving a good part of the rent for the period of remodeling and the 
settlement on the rent after remodeling was as generous. The rent 
went up after the new service station, but was worth the raise in rent. 
In the last month they have offered me, and I am taking, another large 
service station in addition to my own. 

I set my own hours and the company has suggested more hours, and 
I have taken their suggestion under consideration. 

They have never set a retail price structure in my service station. I 
handle Atlas tires, Atlas batteries, and Atlas accessories and at other 
times through competitive prices I have purchased other brands of 
tires, other brands of accessories and batteries. 

At the present time I am now buying spark plugs at below the price 
Standard offers. I buy competitive mufflers and tailpipes, and any 
other tires, batteries, and accessories which I feel free to buy at my 
service station. I buy Atlas products because their price is competi- 
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tive, their products are good, and their warranty is nationwide. It is 
good business. 

Through hard work, long hours, good healthy operation, successful 
employee-employer relations in my service station, plus good pricing 
power which in effect means that I get good prices on the products T 
buy, has helped me become financially independent. I own my own 
home and am a member of a Jewish temple which at the present time I 
am on the board of directors of the men’s club. I have established my- 
self as a worthy citizen of my community. 

In reference to bill H. R. 428, which, in effect, would restrict my 
supplier, the Standard Oil Co., from selling TB: \ to me, it would re- 
duce my net profit in effect that I would not be able to sell competitively 
because the remaining suppliers would then raise their prices because 
the major oil companies would be out of TBA supplies and from my 
experience the major oil companies have been very competitive in the 
price structure. One of my major sources of income is competitive 
yuying and I have found in at least 80 percent of my purchases that 
my supplier has been more than competitive. 

In reference to bill H. R. 426. Referring to a previous statement 
that my supplier last year, 1956, spent $65,000 completely remodeling 
my present service station and improving my facilities which will 
eventually increase my income. I think that to remove the major oil 
companies from the real-estate business would tend to make the serv- 
ice station business antiquated and old fashioned and eventually cause 
bankruptcy in a large amount of service-station business. All busi- 
nesses has to remain modern, up to date, and progressive to maintain 
the standard in today’s marketing. 

If you do not have a progressive company you will remain static 
and you will eventually not have the opportunity to make the money 
you should make in any business, primarily I am in business to make 
money. Without the progressive thinking of my supplier this would 
not be true. 

In reference to bill H. R. 425 the so-called good-faith bill. In my 
12 years as a lessee for my supplier, as far as I am concerned their 
faith has been good. On numerous occasions I have discussed with 
them several negotiations for lower rent structure, negotiations with 
them for better prices and in every phase of my business have-had 
excellent relations with my supplier. 1 have never been seriously 
threatened with a lease foreclosure. I have never worried about a 
lease renewal. I have operated my service station on two occasions 
that I can recall without a lease being signed for 2 or 3 months and 
every time the lease has been signed tomy s satisfac ‘tion. 

For the last 2 years I have ‘been on the dealer advisory committee, 
meeting in Chicago in January of each year. On both occasions 
I have been able to express freely to company management, what I 
think without fear of condemnation or intimidation. As a point the 
first year I was there they brought up the fact that they were issuing 
3-year leases and at the time I did not have a 3-year lease and when 
my lease came due they offered me a 3-year lease. 

As long as I have been in business I have never worried about 
termination of lease, abnormal rental structure on anything that 
would tend to make me dissatisfied with leasing a service station from 
my supplier. 
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My business is successful. I hope that it remains successful and 
1 will do everything in my power to keep it as such. 

I have no complaint as far as pressure is concerned. If they give 
me pressure, I just shake them off my back just like Mr. Reeve, ‘and 
operate as I see fit. 

That is about it. 

Mr. Roosevert. Thank you. 


TESTIMONY OF STANLEY L. OZIMEK, CHICAGO, ILL. 


Mr. Ozimex. My name is Stanley L. Ozimek. I operate a service 
station at 5159 Irving Park Road, Chicago, Il]. I have been an inde- 
pendent Standard Oil dealer for 21 years and have found my relation- 
ship with the Standard Oil Co. excellent. 

I have leased this particular station April 16, 1936. It was re- 
modeled in September 1941 by the Standard Oil Co. at no expense 
on my part. When I first operated the station, my gallonage was 
6,555 gallons per month. At the present time my callona ge 1S bet ween 
30,000 and 31,000 gallons. Seventy-five percent of my revenue is from 
gasoline. We handle Standard Oil TBA products. I also purchase 
from Butler Bros. Auto Parts and Diversey Auto Parts such items 
as mufflers, tailpipes, sealed beams, spark plugs, batteries, and at given 
times, tires. 

At the present time I have a 3-year lease. Prior to this I operated on 
a year-to-year basis—either of these is satisfac ‘tory to me. I operate 
the station 16 hours a d: ay and have 114 employees. 

Through revenue of operating this station, I was able to build 
another station which is located at 2600 North Laramie. This is 
leased to the Standard Oil Co. Rental received from Standard will 
pay off my loan with the insurance company in less than 10 years 
and it will be free and clear. At the present time I am in the process 
of building a third station. I have a 10-year lease from the Standard 
Oil Co. on this, and the rental received will make it self-sustaining. 

As far as bill H. R. 426, if it were to be passed, it would separate me 
from the Standard Oil Co. and would force the station back on me. 
It would be impossible for me to operate under these conditions. 
Also, I could not lease to another oil company selling on a tank-wagon 
basis. I have been working toward this end so th: it in later times, I 
would have security or asa pension plan. I certainly do not want to 
see a bill passed which would take all this security away from me. 

As to H. R. 428, Standard Oil as a TBA supplier, has done an 
excellent job. I have made many purchases through them for 21 
years and did not see fit to make any changes. I have been buying 
some from other sources from time to time. But, due to the quality 
of products and guarantees, Atlas products are far superior. I would 
not want to see legisl: ation severing us from buying from Standard Oil. 

I do not understand the good-f: ith bill, H. R. 425 at all. Ihave read 
it and it does not make sense. If we do not have harmony between 
the oil company and the dealer, I am sure the dealer will be hurt in 
his operations by not having prompt deliveries and by not having the 
full cooperation of the company’s bulk plants, as well as the employees 
and the salesmen. They all help in bringing about success in our 
business. And I am sure they were all helpful in my success. 

Thank you. 

Mr. Roosrvert. Thank you. 
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TESTIMONY OF W. H. HARRISON, LA PORTE, IND. 


Mr. Harrison. I am W. H. Harrison of LaPorte, Ind. For 29 years 
I have been associated with Standard Oil Co. as a salesman and a 
dealer. I was a dealer from 1930 to 1935 and from 1939 to the pres- 
ent time—18 years. I lease my station from Standard Oil Co. I have 
a 3-year lease that was presented to me 2 years ago. I have a year 
torun with a maximum rental. Prior to my 3-year lease I had a year- 
to-year lease which was O. K. with me, I mean whether I had a year or 
6 months’ lease I knew well that if I did a good job my lease would 
be renewed, and I had enough confidence in myself that I did not 
worry about a long lease. 

My wife and I have raised four children. We own a good home. 
I have put three sons through college. Two are engineers and one is 
a priest, and I have one daughter who is now in school in her second 
year of college. I have been civic minded. I have been chairman 
of the membership committee of the chamber of commerce for 6 years 
and have belonged to other civic and fraternal organizations. I have 
worked on the tax committees when we had a reassessment in Indiana 
for the first time in 10 years. I have worked with civic groups and 
other civic enterprises. 

I feel that being a gasoline dealer is a very good business to be 
in, and I feel like I have been successful at it with the help of my 
supplier who has been Standard Oil Co. They have always cooper- 
ated. We have had our differences at times, but it was always ironed 
out without any trouble. I feel free that any time my local repre- 
sentative does not take care of my needs that I can call the assistant 
manager and the manager, and I have always tried to be fair and they 
have always been fair with me. We have generally got done what 
we started out to do. 

I have been a member of the dealer advisory council representing 
the dealers of Indiana for the past 3 years, having been elected by my 
associate dealers in the 8 divisions in Indiana, and we have accom- 
plished a number of good things, and they have strictly been mutual. 
The company has been more than helpful in ironing out our differ- 
ences and things that would make our business better. For an ex- 
ample, we have had trouble holding help because practically every 
manufacturer has a welfare benefit hospital and insurance program 
that we did not have, and to go out and buy it independently would 
cost too much money. We talked with the company and they took up 
a program where we can insure our men and be competitive. Our help 
as well as myself get hospitalization at a very nominal fee. They have 
an association called the Standard Dealers Insurance Group, and it is 
available to everyone, and practically all my men 100 percent and 
other dealers carry this insurance hospitalization and sickness policy. 
That is just one of the few things they have done. 

[ am more than satisfied with my present lease and we are operat- 
ing on a 6.2 and 6.7 margin. It is the highest it has ever been, and our 
business is expanding. 

One of our biggest problems in the retail gasoline business is keep- 
ing our good help. We train men and competition takes them away 
from us as dealers. My closest competitor, a Sinclair dealer, one of 
the outstanding dealers in our community, and a Mobil dealer two 
blocks away from me on the same highway is my next most active 
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competitor. They were my help and today they are dealers, and I 
have a Texaco and a Marathon and a few more as competitors now. 
There isn’t 6 months goes by but what there isn’t 3 or 4 competitive 
companies trying to hire me as a dealer. 

Two years ago we started a dealer association. La Porte Gasoline 
Dealers Association, and I am treasurer of the association for the past 
2 years. We are not a member of the NCPR. 

“We have taken the Gasoline Retailer and other trade journals for 
a number of years, a trade paper, and we have been following 
H. R. 425, H. R. 428, H. R. 426, and S. 11, and it looks like they 
would be very detrimental to our business. We would have to go out 
of business if any of these bills were passed into law. It would force 
me out of business under those conditions because we could not cope 
with independents cutting prices unless we got help from our supplier, 
and they have always been very cooperative. 

In regard to H. R. 426, the best that I can understand it, I would 
no longer be interested in being a gasoline retailer. If I could not 
lease from a major oil company the risks are too great. I have seen too 
many street changes, highway changes, and shifts in population that 
can ruin your business overnight, and hence even though I can afford 
to buy a service station, I would not be interested. 

As I understand H., R. 428 they want to prohibit our supplier from 
supplying us with our TBA needs. That is at least 25 percent of our 
earnings. That would hit my pocketbook and I would not be able to 
do as well buying anywhere else. About 10 percent I buy on the out- 
side. 

In regard to H. R. 425, as I understand it, it is a good faith bill. 
Well, I certainly have had good faith with Standard Oil in the last 
29 years, particularly since T have been on the dealer advisory com- 
mittee they have bent over backwards to help the dealer, and they 
have given us a lot of help. I can see no reason why we should have a 
bill of that kind. 

Mr. Roosevettr. Thank you. 


TESTIMONY OF JOHN TOKARSKI, THREE RIVERS, MICH. 


Mr. Toxarsxi. J] am John Tokarski of Three Rivers, Mich., and 
have been a Standard Oil dealer for 15 years, 8 years of which were 
in a company-owned station which I leased from the Standard Oil 
Co. 

July 1, 1950, I started operating my own station. At that time I 
bought the ground for my present location at West Mic higan Avenue 
with the s savings derived from my operation of the company-owned 
station. In turn, I leased the ground to the Standard Oil Co. After 
I leased the ground, I borrowed the money from a bank to build the 
station ; after the building was completed, I leased it from the Stand- 
ard Oil Co. as an oper ator. 

As the lessor of the said property, the company pays me L.8 cents 
per gallon revenue. As a lessee, I pay the Standard Oil Co., 1.2 cents 
per gallon on every gallon of gasoline purchased. As a service station 
operator, my dealings with the Standard Oil Co. have been nothing 
but favorable. I, at no time, found any price discrimination, pres- 
sures or coercion reflecting on myself or my business by the Standard 
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Oil Co. or its representatives. I operate my station to best suit my 
location so I stay open 24 hours a day. 

I feel free at any time to buy merchandise or any type of acces- 
sories from competitive companies or wholesale houses that I wish. 
For instance, at present I am not selling Atlas batteries which are 
distributed by Standard Oil, instead we are distributors of Delco bat- 
teries and United Motor parts. We sell strictly Goodyear fan belts, 
also a complete line of Fram filters; Howard Zink seat covers is an- 
other item not handled by Standard Oil Co. We carry anvassortment 
of competitive oils at all times. 

As a dealer, I do not like further Government interference in iny 
private business and I do like to have my own gas supplier handle 
tires, batteries, accessories, etc., which I feel free to buy at any time. 
Therefore, I object to bill H. R. 428. 

In addition to the station that I described above, which I lease to 
the company, and then lease back and operate, I-own a second:service 
station at the corner of Millard Street and United States Highway 
131 in Three Rivers, Mich. I bought the land for that station out of 
my earnings at the first station. Then I leased the station site to 
Standard Oil Co. under a 10-year lease, and with that lease I went 
to the bank and borrowed money to build the station building. Stand- 
ard then leased the station, after the building was completed, to a 
third party. Under the terms of my lease with Standard Oil, I figure 
that they will pay me sufficient revenue so that the loan on the prop- 
erty will be paid off within 10 years. 

At no time do I wish to have my petroleum supplier prevented by 
legislation, such as H. R. 426, from having a leasehold interest in 
property that I own. 

As an owner of two service station properties, both of which I have 
earned by my operation and with the help of my supplier, I resent the 
disgruntled, unsuccessful dealers interfering in my business. If 
H. R. 426 were to pass, it is obvious to me that my best market for 
leasing of service station properties would disappear. 

As a member of a dealer advisory committee, we often talk over 
the problems of our company and dealers, continuously striving for 
better relationship between company and dealers, for cleaner and 
better service stations, thereby gaining a better market for each and 
all of us. I cannot find where legislation such as H. R. 425 makes 
any sense of any kind to any of us. I do feel that H. R. 425 should 
not be passed. 

Mr. Rooseverr. Thank you, sir. 


TESTIMONY OF W. H. EHRENBERG, ST. JOSEPH, MICH. 


Mr. Knrennerc. Tam W. H. Ehrenberg of St. Joseph, Mich. For 
22 years I have had a service station at the corner of Main and 
Pleasant Streets. In 1936, I leased this station from Standard Oil 
who loaned me $700 to get started in business for myself. This $700 
plus the $500 that I had saved was my initial capital. The first year 
LT renaid the loan to Standard Oil. 1 

The sales help from my supplier and their tested experience in 
the retail sales field, which Iam genuinely grateful: fer: geve me 
the chance to become an independent businessman in this country 
of free enterprise, free of socialistic controls. ; 
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As of new, I feel that in my humble opinion, I have heen: a success- 
ful businessman. 

My wife and I have raised six children and we own our home. I 
have been on the local city commission for 12 years, 7 years as mayor 
pro tem, along with being a member of the Twin City Chamber of 
Commerce, board of directors. 

I understand there are three bills before this committee that would 
affect my business enterprise. These are the so-called retail divorce- 
ment bill H. R. 426, the TBA divorcement bill H. R. 428, and the 
so-called good-faith bill H. R. 425. 

Bill H. R. 426. I would not, if I were able, want to purchase my 
station from the Standard Oil Co. An outlay of this type would cost 
approximately $175,000 to $200,000 which I lease at 1.7 cents per gallon 
with a maximum clause that is far more attractive than owning my 
own station. Certainly I would not want $175,000 invested with the 
present changing time of highway route changes an bypasses, which 
would financially lick a small-business man if a highway change 
were made. 

I am perfectly satisfied with my present, lease and would not v ant 
any legislation to change my operation which has been very advan- 
tageous both to the Standard Oil and myself. At present ‘T have a 
3-year lease but it would not make much difference whether it were 
3 years or 6 months. 

Bill H. R. 428. I cannot figure out how you can help me by cutting 
off my natural supply of tires, batteries, and accessories, and make 
me buy from outside sources whose merchandise I could not sell on 
our national credit-card service. This would hurt both me as a 
dealer and my customers as purchasers. This bill, in my opinion, 
would especially hurt the small dealers. 

As a matter of fact, I am now h: andling U.S. Royal tires, Howard 
Zink seatcovers, and other motor oils besides Standard Oil Co. prod- 
ucts. Never have I felt that I must merchandise Standard Oil prod- 
ucts exclusively. 

Bill H. R. 425, the so-called good-faith bill. I have read the bill 
and I certainly feel that this bill would be the “1: awyers’ delight.” I 
feel that it is so confusing and mixed up, very vague, and will accom- 
plish nothing. 

Certainly national control of private business is not in the interest 
of the consumer, wholesaler, dealer, or the oil company. Why tie 
free enterprise down with socialistic controls as advocated by profes- 
sional spokesmen of the Gasoline Retail Dealers Union? 

Certainly they do not speak for me and I feel they do not speak 
for the majority of the 200,000 dealers in the United States. 

I feel that the dealers doing the “bellyaching” are the few who 
could not be satisfied and successful no matter what the rules m: Ly be. 

Mr. Roosrvett. Thank you, sir. 

Mr. Reeve. I have one thing I want to put in my testimony. I 
have Standard Oil and I have Benzol gasoline, an independent | gaso- 
line, in a company-leased station, and | want that in the record. 

Mr. Roosrvetr. Do you want to add something briefly ? 

Mr. Marnye. I would like to say a word: We were talking about 
gasoline wars in this particular area. I live in Hammond, Ind., 
which is a suburb of Chicago, which is about 20 miles away from 
here. We know there have been price wars in the Chicago area— 
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who started them, I really don’t know. They have also had price 
wars in South Bend, Ind., which is about 75 miles away from 
Hammond, Ind. 

Now, I have been in business here, as I stated before, over 24 years, 
and to my knowledge we have never had a price war in the city of 
Hammond. 

We are between Chicago and South Bend where they have had 
these price wars, but we have not had any in the city of Hammond 
in over 20 years. 

Mr. Roosrveir. The committee will now ask such questions as the 
members may want to ask. I will let counsel start off with his ques- 
tions, and then members of the committee will follow with their 
questions. 

However, before we do that, is Mr. Mattrozi present ? 

Mr. Miunier. We don’t know where he is. We have three men out 
trying to find him. We thought he was down at our theater con- 
ference going on on the Southside of which he is a part. We do not 
know whether he is there or not. We are trying to locate him. We 
do not know where he is. We will let you know as soon as we find 
him. 

Mr. Roosrvetr. The committee is particularly interested in talking 
to him for a specific reason, and if he is not present within the next 
30 minutes, we will issue a subpena for him. But we are inviting 
him, and he was invited, and we do want him to be present. 

Mr. Cuarrerz. We know he sat here all day yesterday and was 
here this morning. 

Mr. Roosrveitt. That is why we think it is odd he did not show 
up when he is the one we wanted to talk to. 

Mr. Cuarrerz. You don’t mean to imply that you think he knows 
you want him. I am sure he has no reason to believe that this 
committee 

Mr. Roosrvetr. I certainly hope so. 

Mr. Nexus. May I ask a question ¢ 

Mr. Roosrve.tr. If you proceed with questions, make them as brief 
as possible, because we want brief answers. 

Mr. Netuis. Yes. I have forgotten your name? 

Mr. VAN Paris. Mr. Van Paris, Jr. 

Mr. Netiis. What were your scale of prices at your station in 
South Bend prior to midnight yesterday ? 

Mr. Van Paris. 24.9 on regular and 28.9 on White Crown. 

Mr. Nexus. What are they ‘today 4 ? 

Mr. Van Paris. I don’t know. ‘I’m here. Whatever the suggested 
price might be, probably what they were before this deal came on, 
which would be 32.9 and »robably 35.9 on White. 

Mr. Netuis. You mean the suggested price that the salesmen might 
have told Mr. Czerniak, is that right? 

Mr. Van Parts. Yes. 

Mr. Nexus. How close are you to other competing stations? 

Mr. Van Paris. I probably have gained more competition in the 
last 5 or 6 years than anybody. There are somewhere in the neigh- 
borhood of 40 stations within a mile and a half of me in 2 directions, 
east and west. There are four competitive stations, not majors. 

Mr. Newuis. Four unbranded stations? 

Mr. Van Paris. That is right. 
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Mr. Nevtis. What were they selling their gas at before today, do 
you know ? 

Mr. Van Paris. 22.9 on regular, and what Clark was selling his 
for, I don’t know. It wasn’t posted. The competitives are usually 
2 cents below us, whatever our price might be. 

Mr. Newuis. How long has this 24.9 price been in existence in your 
station prior to today ? 

Mr. Van Parts. About 3 weeks or so. 

Mr. Neus. What was it prior to that? 

Mr. Van Parts. 32.9 and 35.9 

Mr. Nets. I see. It was then what it is today, the same price? 

Mr. Van Parts. What I hope it is today; yes. 

Mr. Neuuis. Did reduce your prices to 24.9 yourself 3 weeks ago! 

Mr. Van Parts. I don’t quite follow you. Did I do it on my own ? 

Mr. Nets. Yes; did you do it on your own or did you have some- 
one call you as evidently happened in this case and suggest a price 
reduction to you? 

Mr. Van Parts. Well, actually, I was one of the last ones to 
go down. I believe in sticking to a price, whatever my price might be, 
and I was possibly one of the last ones to go down. All majors east 
and west of me were down. 

Mr. Ne.tits. What caused you to go down finally ? 

Mr. Van Parts. Pressure from customers. 

Mr. Sneenan. You mean customers also pressure you! [ Laugh- 
ter. | 

Mr. Van Parts. That is the only pressure you get. 

Mr. Nevis. How many specific instances can you recall in the last 
year or so where your prices fluctuated back and forth in accordance 
with the suggest ions of your St: andard salesmen ? 

Mr. Van Parts. We have had possibly 3 or 4: no more than 4. 
Three, I believe, would be closer to it. 

As was brought up this morning, the reason that South Bend would 
go down is because of that Roseland deal. It is a kind of farfetehed 
deal but they are strong enough and close enough so that they do 
affect our system. 

Who starts it up there, we just don’t know. 

Mr. Neuuts. Mr. Peck, you are m the Lake Geneva area ¢ 

Mr. Peck. Yes. 

Mr. Neuuis. Did you have a suggested price program there in 1956 ¢ 

Mr. Peck. No,sir. We have never had a suggested price. 

Mr. Newtuis. Did you happen to attend a dealers’ meeting in No- 
vember of 1956 when a suggested price program was announced ¢ 

Mr. Peck. I couldn’t have because I don’t recall it 

Mr. Netiits. Do you own your own station ? 

Mr. Peck. No; I have a company-owned service station, sir. 

Mr. Neus. I see. Do any of these gentlemen own their own sta- 
tions and lease back? Could T see a show of hands? 

Six own their own and the others are lessees from the company. 

The rest of you operate on Standard leases, is that right? Very 
well. 

Are they longer than 1 year’s duration ? 

Mr. Rerve. Mine is 5 years. 

Mr. Netuis. How many have 3-year leases? How many1? In other 
words, you are all over 1. 
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Mr. Lerco. Mine is 10. 

Mr. Marnye. Some of us own our own stations. 

Mr. Peck. I have been on a 6 months’ lease. 

Mr. Roosrvetr. I am interested in what you are on now. 

Mr. Peck. Now I am on 3, but I have been on occasion a 6-month 
lease. 

Mr. Roosrvevr. Thank you. 

Mr. Mistove. May I interject this, Mr. Roosevelt, either late last 
year or the year before I operated close to 3 to 5 months without a 
lease, negotiating for it all that time. 

Mr. Roosrvetr. But you didn’t stay that way. You are on a 3- 
year lease now ¢ 

Mr. Mistove. At this time, yes. 

Mr. Roosevetr. That is what I want to establish. If you can get a 
3-year lease you take it, don’t you ? 

‘Mr. Mistove. I take it if it is satisfac tory to me, yes. 

Mr. Roosrveit. Gentlemen, I want to first say that I think the com- 
mittee welcomes a group of obviously very substantial citizens in the 
community, and we are very happy to have your testimony in the 
record. 

‘There are a number of things which I would like to put to you so 
that the committee will be able to weigh the testimony that you have 
given in the light of the other testimony which has been received. 

How many of re gentlemen have a gallonage of less than 40,000 
eallons a month ? I realize some of you own more than one station. 
This is individual units. 

Mr. Lerco. 25,000 a month. 

Mr. WreseMann. 30,000. 

Mr. Pecx. 30,000. 

Mr. Misnove. 32,000. 

Mr. Van Parts. 32,000. 

Mr. Roosrveir. The rest of you are all over the 40 figure. 

Now, the testimony has been given to this committee, gentiemen, 
that the average is certainly not more than 20 and is nearer to 15 a 
month. 

Obviously, you gentlemen are not average dealers in the sense that 
the average has been Meg gre out on the basis of gallonage. 

Mr. Marquir. When I first went into my station, they had three 
operators in the same ah ite first station I leased directly from 
the company. 

Mr. Roosrveir. I am not saying that this is any reflection on you, 
but I am just trying to establish the fact as to how representative you 
are of the average dealer because we have to be able to find out whether 
you have gotten yourself out of the average dealer class through your 
own efforts. 

Mr. Marquir. I want to point out if you work hard and are not 
afraid to go out and pitch, you can go up. 

Mr. Roosrverr. Well, let me say that in all industries there is a 
certain amount of room at the top, and a certain amount of room in 
the middle and a certain amount of room at the bottom, or in the 
lower level, and the committee is merely trying to find out whether 
you, frankly, represent the group at the top, rather than the group 
in the middle or the group at the bottom. 
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That is the only purpose for the question. 

Mr. Ozimex. How long have we been in this bracket, that is the 
question. We haven’t been in this higher category for a long period 
of time. It has only happened through the years that we have been 
growing and coming up ontop. I have been in the 30,000 bracket last 
year and the year before. 

Mr. Reeve. | me had higher gallonage since I have been with 
Standard, I have a 33,000-gallon station. You have to get out and 
pitch, I started with service that just did 6,000 a month, but I did 
things for people that nobody else will do. 

Mr. Rooseverr. I congratulate all of you. Let me go ahead with 
the other questions. 

I would like to ask you gentlemen, and any one of you can answer 
it, in view of the fact it was testified by Mr. Miller of the Standard 
Oil Co. that there seems to be no particular desire for a 3-year lease, 
why have you gentlemen taken one for 3 and 5 vears? What is the 
advantage in taking a 3- and 5-year lease? What I am trying to 
establish, there must have been some reason, if it was offered to you, 
why you wanted to take it; otherwise, you could have had a 1-vear 
lease. 

Mr. Mistove. I have a maximum rental, and the maximum rental 
is to my satisfaction and I wanted to continue for the 3 years. That 
is my reason for getting a 3-year lease. 

Mr. Harrison. That is my case. 

Mr. Reeve. When I got my maximum, it was on a 531,000 a month 
which was all I was doing that year. Now, I am up over a million 
so I took a 5-year lease so that the maximum—that is all a 5-year lease 
does. As far as I am concerned, if Standard will tell me they will 
let my maximum where it is for the next 50 years, they don’t need to 
give me a lease. I will operate with them. I am out there to make 
dough and educate my children and go to church and do the things 
you are supposed to do to be a man. If you want to cry over spilled 
milk, you are going to cry. 

Mr. Marqute. In plain words, if you take a yardstick, they will 
always come 20 inches toward you. 

Mr. Reeve. That is right. 

Mr. Lerco. I would like to say something. I have always had a 
long-term lease with Standard Oil Co. and the reason I like them, I 
like to figure my life and earnings for my family 5 and 10 years ahead. 
I want to know where I am going. 

I like the business and I have a lot of security and feeling and plan- 
ning to go ahead by having a long-term lease. 

Mr. Roosevetr. Thank you, sir. I believe it was you, sir, who said 
you had a third pump. 

Mr. Reeve. With Benzol gasoline. It is blended in with another 
gasoline and is brought out to my station by an independent company 
called Benzol Station, Inc. 

Mr. Roosreveir. Does your lease allow you to sell competitive 
products ? 

Mr. Reeve. It sure does. 

Mr. Roosrverr. Is that in the 1-year leases that are standard with 
Standard Oil Co.? 

Mr. Reeve. I had a 1-year lease with this company and had it ever 
since. 
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Mr. Roosevett. In the 1-year lease would you be allowed to sell 
competitive products? 

Mr. Reeve. I was. 

Mr. Rooseve.r. That is not standard, though, is it? 

Mr. Harrison. You can handle it. There is nothing in the lease 
that says you can’t. 

Mr. Roosrvetr. I think we should talk specifically to those who 
have leased stations from the company and not the ones who own their 
stations. 

Mr. Reeve. I also sell around 15,000 to 20,000 gallons of antifreeze 
a year, and I sell a thousand of Prestone and Zerex. I want that in 
the record because no one has ever told me I couldn’t sell any other 
kind of merchandise. I also handle about 60 percent Du Pont mer- 
chandise in my station. 

Mr. Roosrevett. Counsel points out that our interest in this last 
question is that in southern California for instance where majors 
operate their own stations and sell the same quality gas to nonbranded 
dealers—our question there was why should not a dealer put in an 
unbranded—not unbranded, but a non-national-branded gasoline in 
his station, and it was pointed out there that the lease called for an 
exclusive contract in the products of the supplier. 

We are now asking your opinion. Would you recommend that it 
would be good practice in the industry to have lease that were not 
exclusive ! 

Mr. Reeve. Mine isn’t exclusive? 

Mr. Harrison. There has never been an exclusive lease in 20 years. 

Mr. Roosrvert. Do you think that is a good practice for industry? 

Mr. Harrison. Yes; I do. 

Mr. Reeve. Yes. 

Mr. Fenron. Yes. 

Mr. Roosevetr. Good. Except for the one, I gather, however, none 
of you are selling anything else but Standard products; is that 
correct ¢ 

Mr. Peck. Gasoline; no. 

Mr. Harrison. Other products; yes. 

Mr. Roosrvert. How many of you sell other oils outside of Stand- 
ard products? 

Mr. Sueenan. I see a show of nine hands. 

Mr. Rooseveit. Lastly, I am slightly interested, or vitally inter- 
ested, I should say, in why you picked on three of the bills to com- 
ment on and eliminated the others. 

Mr. Peck. Which one? 

Mr. Roosevetr. The others that were up for discussion which were 
presented. 

Mr. Peck. These were the ones that affected us, definitely. 

Mr. Roosrveir. Have you had called to your attention bill 432? 

Mr. Peck. No; I haven't. 

Mr. Roosrverr. In other words, the three that you have discussed 
were, I gather, the ones that you have discussed with the company 
as affecting you; is that correct ? 

Mr. Reeve. That is right. 

Mr. Roosrvert. Now I am going to ask you individually, gentle- 
men, if you will, either through the company or any other way, get a 
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copy of 432 and give us your comments because you are substantial 
citizens and we would like to have for the record your comments on 432 
which is self-enforcement of the antitrust laws in cases of injunctive 
proceedings. 

Mr. Sueenan. Mr. Roosevelt, I just want to comment on this point 
that I think the testimony of Standard Oil yesterday was to the effect 
that as far as 3-year leases go, after they have released the station for 
two 6-month periods and the operation is satisfactory, they then offer 
a 3-year lease. Is that right, Mr. Chaffetz ‘ 

Mr. Cuarrerz. Is that right, Mr. Miller’ I think that was another 
company. 

Mr. Miter. It is not our statement. We don’t have 6-month leases, 
but I told you yesterday that if a man’s health was good, and his 
financial situation was good, and if his reputation was good in the 
community, and our experience with him-had been good, like these 
guys here, that we would offer him a 3-year lease. 

Mr. Roosrverr. Did you not also say, Mr. Miller, the experience 
of the company was that they were not particularly interested and 
didn’t take advantage of it? 

Mr. Mitre. Generally, that is right. 

Mr. Roosrvetr. But of all the ones who have come in here to testify, 
who are leasing stations, they have taken advantage of it. 

Mr. Mixer. I can't testify to that because this group here are not 
all of our dealers, only a very small percentage of our total, and I am 
telling you what is being repor ted to us by our division manager. 

Mr. Roosreverr. That is true, Mr. Miller, but the ‘y are a cross section 
brought by vou beter e the committee to generally speak for that kind 
of dealer, and here it is unanimous and you must admit it would not 
quite bear out the statement. 

Mr. Mituer. J admit there is some question. 

Mr. Cnarretz. If I may say something, Mr. Chairman, I will tell 
you the truth. The reason why Standard Oil has a thousand 3-yea 
leases today is s because the law denartment at the instance of the com 
mittee has pressured them to get more of them, and over the past 2 
vears we have asked from time to time how many do you now have 
and the number wasn’t high and we asked why. They said there isn’t 
that many interested. That is absolutely true. We said you should 
have more. 

Mr. Roosrv: The committee is delighted to hear it has had some 
good effects. 

Mr. Sheehan, will you proceed. 

Mr. Surenan. Now, among you 13 dealers here for the record, with 
a quick calculation, the total number of years’ operation for the 13 
men is 229 years, approximately an average of 17.6 years each in the 
service station business. So apparently these boys have been around 
long enough to know what is happening, I take it. 

Will those of you who have never been through a price war please 
raise yourhand? Three out of the thirteen. 

Give us your locations. 

Mr. Marnye. I’m from Hammond. 

Mr. Wersemann. I have a station 40 miles west of here between 
Rockford and Chicago on the highway. 

Mr. Pec. Lake Geneva. 
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Mr. Harrison. La Porte, Ind. I operate a Standard station at 
Indiana arid First Street. “We never had a price war in my 29 years. 
Mr. SuHeenHan. This is a leading question so be careful, and I am 


going to try and phrase it carefully so you can think it over. 


Have any of you gentlemen been forced, threatened, intimidated, 
or even slightly pressured to have to appear here today ¢ 

Mr. Roosrvett. Will you yield for a moment / 

Mr. SHerHan. I wanted to make sure, Mr. Chairman, they are here 
of their own free will. 

Mr. Roosrvetr. May I rephrase the question. Were you invited 
by the company to appear here today? Originally, were you con- 
tacted by the company and is it true that you undoubtedly would not 
be here today except that you were contacted by the company? Is 
that a true statement / 

(All 13 nod “yes.”) 

Mr. Peck. It is true, but I also went to Washington to appear 
against the S. 11 bill. That was at my own instigation. The company 
had nothing to do with that. 

Mr. Reeve. I will appear any place in the United States at any 
time on my own, too. 

Mr. Sueenan. I think the record on that is clear because Mr. 
Chaffetz, if I remember rightly, said he had invited these fellows 
and the reason I ask that the invitation originally came to you fellows 
through Standard Oil and I just wanted to make sure they weren’t 
holding a hammer over your heads and if that was the case, your 
testimony then would be sort of prejudiced. 

Mr. Roosrvetr. The record is clear. 

Mr. SuHrenan. Who is the gentleman from South Bend ? 

Mr. Van Panis. Iam. 

Mr. SHeeman. Are you a member of the same association as this 
other gentleman who appeared here-from South Bend? 

Mr. Van Parts. I joined them at the last meeting that they had 
which was about 3 weeks ago. 

Mr. SHeeHan. Were you invited to come here with them? 

Mr. Van Paris. No. | was very much surprised to see them walk 
in the door this morning. I mean, I didn’t know anything about it. 
They came in on their own and I came in here on my own. 

Mr. SHEEHAN. So apparently, they, too, like Standard Oil, invited 
certain members to be here. 

Mr. Roosevetr. I think the record should be corrected. They were 
not brought by the association. They came voluntarily. 

Mr. SureHan. They came up as individuals all right, and like 
these gentlemen, of course, there is no pressure. 

Mr. Van Paris. I think each one came because he wanted to. 

Mr. Surenan. The point I am getting at, Mr. Chairman, is we 
see here in the testimony that obviously these gentlemen are all very 
successful in their business venture, and their gallonage is way up 
there, 30,000 or better, and a great deal of the testimony that we have 
heard over the past 214 years—not a great deal, but a certain per- 
centage of it, and a good percentage of it—has been from operators 
who have not been so successful gallonagewise. So the only conclu- 
sion I can make, and I will draw it myself, and it is not for the other 
members of the committee, apparently there is dawn somewhere in 
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between lightness and darkness where the whole truth of this thing 
lies and apparently it is up to us members to determine where that 
may or may not be. 

One final question. If my memory is right, Mr. Chaffetz, does 
Standard Oil have a dealer panel that they are using today ¢ 

Mr. Cuarrerz. Yes, sir, both areawide and locally in each division, 

Mr. SHeeHan. How many of you gentlemen have at one time or 
another served on this dealer panel? Apparently nine members. 

So that Standard Oil Co. told us yesterday that on this particular 
dealer panel the members of the panel were able to present whatever 
gripes they wanted to or bring up whatever suggestions they wanted 
to, and I assume you always felt free to do so if you so desire. 

Have there been any restrictions on what you can bring up in these 
meetings / 

Mr. Reeve. None whatsoever. We brought up complaints that we 
had and they were ironed out to our satisfs action. 

Mr. SHreHan. My colleague here, Mr. Dalmas, asked me to see if 
at any time at all the question of price has been brought up in these 
relations with the Standard Oil Co. 

Mr. Mistove. May I clarify what you mean by “price” ¢ 

Mr. SHEEHAN. They, with yourselves, have tried to come to an 
agreement as to price ? 

“Mr. Mistove. Retail or purchasing price ? 

Mr. SuHeenan. Retail price. 

Mr. Mistove. They can suggest a retail price. We can do as we 
please. 

Mr. SuHeenan. That is all, Mr. Chairman. 

Mr. Roosreveir. Mr. Brown ? 

Mr. Brown. Gentlemen, I am delighted to find 13 satisfied customers 
in the oil business, and I am more than delighted to find some kind of 
a business that will support six kids. [Laughter. | 

This gentleman over here who mentioned about a year and a half 
ago that he was in the less than 30,000-gallon bracket, would it be too 
facetious to ask whether you like being in the 30,000 bracket than less 
than 30,000 ¢ 

Mr. Ozimex. Naturally, I like to be in the 30 or better. 

Mr. Brown. Now, we all realize in a free enterprise system that 
part of the joy of being in business for yourselves is that you feel next 
year you can do better, and the next year afier that you can grow. 
Sometimes there is a practical limit on growth in a certain location, 
you know, in a retail business. 

tae instance, one of you gentlemen that is operating at the 38,000 

* 40,000 level right now, much as you might work, and as dedicated 
as your interest may be, and as capable as you might be, do you think 
that within the next 2 or 3 years you might hit the 80,000 bracket in 
that given lecation ? 

Mr. Ozirex. May I answer that? One never knows. I had a com- 
petitive station built across the street from me which is just a year old 
now. 

It is a Martin service station and in spite of that station being there, 
I have shown gains. 
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Mr. Brown. Now, during the years, what are the disturbing factors 
that have arisen? For instance, have you been concerned at all by 
the growth of the nonnational brand operator ¢ 

Mr. Ozimex. Never. 

Mr. Harrison. I have. We had one 10 years ago, and we have 14 
now. It’saproblem. 

Mr. Brown. Have you lost gallonage to them ? 

Mr. Van Panis. I have lost half of my volume on gasoline and oil. 

Mr. Brown. In other words, your volume right now is about 50 
percent what it was, say, 5 years ago? 

Mr. Van Pants. Yes. 

Mr. Brown. Have your costs gone up during the last 5 years—cost of 
operation ? 

Mr. Van Parts. Yes; and the cost of labor has gone up and every- 
thing else. 

Mr. Brown. You are not quite as happy as you were 5 years ago, are 
you? 

Mr. Van sie No, but I figure I am going to get back up there 
someday. I don’t know how. 

Mr. Brown. Stay right in there. I’m for you. Do you feel that at 
the firing line level that you might have to make some changes in the 
way you are doing business, that is, on service, credit cards and so 
forth, in order to stay competitive with the nonnational brands? 

Mr. Peck. That is a continual change. You change daily, as prob- 
lems come up. You can’t go along on the old basis. 

Mr. Reeve. You make a change every year or every month. You 
have to do things differently. You can’t go along on the same old 
basis; if you did, you would be out of business. 

Mr. Brown. Now, many of you people have not been affected by 
price wars. Some of you have been through some dandies. Do you 
feel that the new element of the growth of the non-national brand 
product in those stations has in any way created the feeling in the 
industry that there has to be price adjustments in order to stave off 
that competition ? 

Mr. Van Panis. No. 

Mr. Brown. In other words, some of you fellow dealers with whom 
you talked, are you disturbed about this competition and feel that 
you ought to drop ; your price # 

Mr. Van Paris. No, I have a funny attitude, maybe different 
than a lot of fellows. I make a living in one place. That is my place 
of business, and as much as I can, I hold my prices standard, and I 
worry about that one place. I don’t worry about the fellows down 
the street either way of me until the time comes if there is too much 
difference in price, then you are concerned, but other than that, no. I 
make a living in one place and that is all that interests me, just that one 
station. 

Mr. Brown. Thank you. 

Mr. Roosrveitr. Mr. Chaffetz, you may now proceed and make any 
additional comments you may. 

We will be happy to excuse you gentlemen. You may stay there if 
you want. Before I let you go, is Mr. Mattarozi here? I guess he is 
not here yet. 
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STATEMENT OF HAMMOND E. CHAFFETZ, STANDARD OIL CO, 


Mr. Cuarrerz. I think you understand, Mr. Chairman and mem- 
bers of the committee, that the size of this sample was in relation to 
the time that you set for a hearing. We could have brought hundreds 
of people like this and we would like to somed: ay. 

We would like to, someday, really give you a broad cross section 
of the Standard dealers, and let me add also, I want to make sure we 
have gotten our point across. 

These people who are sitting here were no different—the people 
you saw this morning, than the di: ay they entered this operation. They 
were selected as lessees because they looked likely. Some succeed and 
some don’t and some succeed in greater degrees than others, but they 
all had the identical opportunity, and the point that I would like to 
make to you today is I think this demonstrates that there is a very 

real opportunity in the oil industry for gasoline dealers. 

You wouldn’t have people like this unless this industry, with the 
practices that exist—the loans, the credit assistance to the new man 
coming in, the leasing of a station—unless you had that; you wouldn’t 
have these men whom the chairman has described as the backbone of 
our Nation; fine citizens sitting here this morning. 

That is something that affirmatively interests this committee because 
you want to know what the opportunities are to small-business men. 

I submit that in the oil industry you have one of the finest examples 
in this country of the kind of opportunities available for a man of 
character and ability with very little capital. 

Now, to get down to brass tacks, the things that we are immediately 
concerned here, the testimony that was offered against us this morning. 

First I must say for the record, so the record will be clear, that of 
the names that were given to us yesterday of the witnesses that would 
appear against us—we were given 3 names; only 1 appeared, and I 
will comment about himn. 

We had no advance notice of any of the other witnesses who appeared 
that mentioned our name. Despite that, I would like to go forward 
and comment as best I can in the short time I have about the testimony. 

Mr. Roosrverr. You do understand that you will be given ample 
opportunity—we will hold a.special hearing for you in Washington— 
if you wish to comment further on the testimony. 

Mr. Cuarrerz. I appreciate that. I refer again to the point IT made 
yesterday that both sides should be heard consecutively in order to 
get the best overall impression. I simply point that out for the future, 
and this is purely in the interest of the committee. 

If the complainants were heard first, if the people complained about 
were given a few days’ notice as to the general nature of the complaints 
of people wlto came in and were inv ited to go on the next day, I think 
you would get a more balanced picture. That is particularly true 
in the light of what I am about to say. Nothing we heard yesterday 
afternoon or today leads Mr. Miller or me to want to change or have 
to change our testimony one iota. 

Our story completely stands, and there is a complete answer to 
everything that you heard yesterday and today. 

Take Mr. Adrian A. Brown. I think it should be sufficient for the 
moment—we will go into it in more detail later, but for the moment it 
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should be sufficient for you to know Mr. Brown has made a career in 


the last several years to complain to the Wisconsin authorities against 
the Standard Oil Co. 






















) Mr. Roosreverr. I’m — Mr. Chaffetz, but I am going to ask you 
; to desist for a moment. I don’t think it is fair or right, and I don’t 
think this committee should allow you to castigate Mr. Brown when, 
1 in the performance of his job, he does a job which he has been paid 
. to do, and to say what you did subjecting him to criticism is something 
which, very frankly, this committee isn t going to allow you to do. 
e If you will, please leave out personalities. If you want to say a 
, man gave wrong testimony or false testimony, that, of course, is within 
| your province. It is not within your province to make the kind of 
y beni you just made. 
0 Mr. Cuarrerz. Let me see if I can support the remark by factual 
y statements. 

First, the very matters that were referred to here were before sev- 
e eral agencies in Wisconsin. I think it is fair to say he’s been to all of 
n them—to the committees of the legislature, the attorney general, the 
department of agriculture, et cetera. 

f Hearings were held on the very matter that he referred to here and 
investigators were in the field and our dealers were contacted. This 

se isn’t anything that is just going on now. 

1. I think he ; gave the impression that this is something pending. I 

- think he said he hadn’t gotten around to making a complaint and that 

vf was coming before his board of directors. 

Why, these things have been « ‘omplained of 2 or 3 yearsago. He had 
ly his hearings. The witnesses were called. I don’t understand his 
o statement. 
of Mr. Roosrve.r. Counsel, let me ask you specifically, what was given 
id to this committee occurred in November of 1956, Tow could it have 

I been complained of 2 or 3 years ago? I am talking about the specific 
thing that was given to this committee. I don’t say the other things 

sd weren't, but the. specific thing brought to ‘thie committee occurred in 

vd November 1956. He also testified the matter was still pending and 

vy, had not yet been decided. That was all that was presented to this 

le committee. 

sai Mr. Cuarrerz. I beg your pardon, Mr. Chairman, I listened to 
him and J am more familiar with the details involved. He mentioned 

de something about a complaint of pressure with respect to TBA. 

to Mr. Roosrveir. In November of 1956. wt : 

re, Mr. Cuarrerz. No, I-think there was some confusion. It wasn’t 
clear. 

ut Mr. Roosrveir. The suggested retail price. 

its Mr. Cnuarrerz. 1 am coming to that, too. That was the latest of 

nk the complaints he had against us, but that also, I will submit, has been 

am thoroughly investigated by authorities in the State of Wisconsin. 

av That was several months ago, and I had completely forgotten about 

ve it. There is nothing pending, and I leave it to you to contact the 


authorities in the State of Wisconsin. 
Mr. Roosreveur. The committee will do so. 
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(At the direction of the chairman, the following exchange of cor- 
respondence between the subcommittee chairman and the attorney 
general of the State of Wisconsin, relative to the testimony above, is 
inserted in the record :) 


SELECT COMMITTEE ON SMALL BUSINESS, 
OF THE HOUSE OF REPRESENTATIVES OF THE UNITED STATES, 
Washington, D. C., May 15, 1957. 
Hon. STEWART HONECK, 
Attorney General for the State of Wisconsin, 
Madison, Wis. 

Dear Mr. ATTORNEY GENERAL: Subcommittee No. 5, on distribution, of the 
House Select Committee on Small Business, has recently concluded field hear- 
ings on the general subject of petroleum and allied-products marketing. 

During the course of the testimony taken in Chicago, Ill, on Tuesday, April 
30, 1957, reference was made to an investigation conducted by your office in La 
Crosse, Wis. The investigation, according to the witness, Mr. Adrian A. Brown, 
was conducted by Mr. Elbert Harriman, an assistant to Mr. Seger. Mr. Brown 
stated that in his capacity as executive director of the Wisconsin Gasoline 
Retailers’ Association, he filed a complaint with your office alleging the possible 
violation of Wisconsin law by the Standard Oil Company of Indiana in relation 
to its suggested retail-price plan. At a later point in the testimony, Mr. Ham- 
mond E. Chaffetz, counsel to Standard Oil Company of Indiana, stated that 
the aforesaid investigation had been completed and that the matter “has been 
thoroughly investigated by authorities in the State of Wisconsin. There is noth- 
ing pending, and I leave it to you to contact the authorities in the State of 
Wisconsin” (tr., p. 2067). 

The subcommittee thus has on record conflicting statements by Mr. Brown 
and Mr. Chaffetz on the question of whether or not an antitrust complaint, filed 
by Mr. Brown against the Standard Oil Company of Indiana, has been thor- 
oughly investigated and found to be without merit, as stated by Mr. Chaffetz, or 
as stated by Mr. Brown, is still pending. 

The subcommittee would greatly appreciate a statement from you in as com- 
plete detail as possible for inclusion in the subcommittee’s pending record, as 
to all of the facts surrounding the said complaint, what your investigation dis- 
closed, whether the case is still pending or has been closed, whether the com- 
plaint was found to be with or without merit, along with whatever other factual 
data you may be able to furnish that would set forth in full the present status 
of the case. 

With many thanks for your cooperation, I am, 

Sincerely yours, 
JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 


Tue STATE OF WISCONSIN, 
OFFICE OF ATTORNEY GENERAL, 
Madison, June 12, 1957. 
Hon. JAMES ROOSEVELT, 
VUember of Congress, 
Select Committee on Small Business Subcommittee No. 5, 
House of Representatives, Washington, D. C. 

My Dear ConGRESSMAN: In response to your letter of May 15, 1957, and sub- 
sequent telegram of May 24, 1957, I submit the following information relative 
to our investigation of marketing practices in the gasoline industry in Wisconsin. 

Several years ago this office began a study of oil company practices relative 
to the handling of tires, batteries, and accessories by gasoline station operators, 
to determine whether there were any violations of our State antitrust laws 
similar to the violations found in Standard Oil Co. v. United States ( (1949) 337 
U. S. 293) and Richfield Oil Co. v. U. S. (99 Fed. Supp. 280, affirmed 72 S. Ct. 
Rep. 665). 
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This investigation is still continuing as part of an oyerall study of the gaso- 
line industry. A possible course of action under consideration would be to bring 
a proceeding under section 100.20, Wisconsin Statutes, before the State depart- 
ment of agriculture. That department has powers similar to those of the Fed- 
eral ‘Trade Commission, and can prohibit trade practices found to be unfair. 
We are also considering the desirability of suggesting to the legislature amend- 
ments to certain provisions of our State antitrust laws to include some of the more 
specific provisions of the Robinson-Patman Act. 

In September of 1956 we received an informal complaint that Standard Oil 
Co. had inaugurated a new suggested price system and had put it into effect in 
the city of La Crosse, Wis. Thereafter we interviewed our Standard dealers in 
La Crosse and conferred with the Standard Oil Co. management in Milwaukee, 
Wis. 

We were informed that in September 1956 the Standard dealers in La Crosse 
were facing severe price competition and loss of volume. Some of these dealers 
asked Standard for assistance in the form of a reduced wholesale price. Stand- 
ard then introduced the suggested retail price system. Under this system Stand- 
ard no longer posts a wholesale (tank wagon) price but instead suggests a retail 
price and allows the dealer a certain margin. The difference between these two 
figures constitutes the wholesale price. The new suggested retail price was 
lower than the retail price prevailing in the Standard stations at that time. 
The retailers’ margin allowed was lower than the dealers had been realizing 
previously, and the wholesale price was also reduced. The new retail price was 
a suggested price only. Standard informed the dealers that they were free to 
follow the suggestion or not as they chose. 

The dealers claim that this new price policy was put into effect as follows: A 
Standard representative called the dealers one afternoon and told them to be at 
the bulk plant early the next morning. They were also told that a letter was 
in the mail explaining the new plan and that an announcement had been made 
to the newspapers. The next morning they were met by the Standard repre- 
sentative who stated that the new plan was in effect, that the new prices were 
to be 30.9 cents for regular and 32.9 cents for premium, and that price signs 
were available for a small charge. Some of the dealers feel that they had little 
choice in the matter because the press release over which they had no control 
announced the new suggested retail prices to the public. Even though Standard 
said in the press release that the new prices are suggested only, nevertheless 
the prices quoted are fixed in the mind “of the motorist and he expects to be able 
to buy gas at that price. A dealer may find it difficult to do other than follow 
the suggested price. 

We are informed that thereafter Standard put this suggested price system 
into effect in at least three other Wisconsin cities, using methods similar to 
those outlined above. 

We have concluded that this Standard Oil Co. practice of using a suggested 
retail price should be considered as a part of our overall study of the gasoline 
industry. At the present time no court proceedings against specific oil com- 
panies are contemplated and none are pending at the present time. However 
further developments in our continuing investgation could change this picture. 
We are still considering whether to bring a proceeding before the State depart- 
ment of agriculture or to recommend legislative changes in our State antitrust 
laws. No final decision has been reached on this question up to the present 
time. 

Very truly yours, 
Stewart G. Honeck, Attorney General. 

Mr. Brown. Mr. Chaffetz, just one question. Did the Standard 
Oil Co. ever have the experience of going to two or three different 
Government agencies with a problem where they felt that the Gov- 
ernment was wrong or that somebody was wrong and didn’t get a 
hearing or didn’t get the answer they wanted, and finally kept beating 


on doors and beating on enough doors until they got somebody to 
hear it? 
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Mr. Cuarretz. That isn’t my point. I believe if you complain and 
complain everywhere—that is what I would do. I am not talking 
about that. Iam talking about complaints that have been thoroughly ° 
investigated and I believe were found to have no merit. Of course, 
that is what I am talking about or getting at. 

Mr. Roosevetr. Can you tell this this committee that a finding was 
made that they had no merit ? 

Mr. Cuarretz. Mr. Chairman, I think you know as well as I do 
when a Government agency finds that you are innocent they don’t 
write you a letter. You get a complaint if you are guilty. If you 
are innocent you just never hear. 

Mr. Roosrvetr. That is not necessarily so. We found a gentleman 
very innocent on this committee a very short time ago. 

I want a specific answer to the question. Were the matters that 
you are talking about—has a finding been made they were without 
merit. 

Mr. Cuarretz. I am satisfied. 

Mr. Roosrvetr. I am not asking you whether you are satisfied. 
I am asking you whether a finding has been made? 

Mr. Cuarretz. On the basis of our conversation with the authorities 
in Wisconsin, we are satisfied they have no further complaint against 
us. 

Mr. Roosrverr. That is your opinion. I am not asking you your 
opinion. Iam asking whether there is and has been rendered a deci- 
sion that the matters were without merit? Yes or no, please. 

Mr. Cuarrerz. I think they have. 

Mr. Roosrveitr. You think they have. How can you think! It is 
or isn’t. 

Mr. CHAFFETz. , wasn’t there. If you want to take hearsay—— 

Mr. Roosrvetr. I don’t want hearsay. I want to know whether you 
know whether a decision saying these were without merit has been 
rendered. 

Mr. Cuarrerz. On the suggested competitive price plan, there was a 
LaCrosse investigation. My man who went up there to deal with the 
Wisconsin authorities was told that they had no grievance against us. 
They had investigated the matter and had no reason to proc eed further. 

Mr. Roosevetr. And this finding has been officially made? 

Mr. Cuarretz. That is the only kind of report you get. They don’t 
send you a letter or make any formal finding. We were told they had 
investigated and had nothing further against us. 

When we are investigated, we don’t sit by and wait. We go down 
and offer our help, offer to give them the facts. We say, “Do you 
have anything against us?” Only when we are satisfied they have 
nothing against us do we desist. We desisted in these matters in 
Wisconsin because we were satisfied from what they told us they had 
nothing further against us. 

You force me to characterize a thing I had hoped not to. I had 
hoped to leave the impression with you that we had been investigated 
and that’s all I meant to do, but since you have pressed the other 
issue, I think the answer is the one I gave you. However, I think that 
is enough fur Mr. Brown. 

I think that his charges were found to be without any merit by a 
local agency right on the scene who had access to the dealers and the 
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facts and study them, specifically with respect to the suggested com- 
petitive price plan. 

That is particularly important because I have had 134 dealers 
contacted in the Twin Cities who were prepared to come down and 
talk about the suggested price plan. if they had had notice, they 
would have been here. 

Now, referring to the gentleman from Peoria who testified yes- 
terday afternoon, I want to say categorically the impression he gave 
you was just entirely wrong oat if I may just take a minute, I would 
like Mr. Crowe and Mr. Blanchard, our manager and assistant man- 
ager from the Peoria Standard Oil Co. to come forward. 

Mr. Roosreveitr. Are you going to ask them questions ? 

Mr. Cuarrerz. Yes. Would you identify yourselves for the record, 
please ¢ 

Mr. Crowr. My name is M. E. Crowe. I am division manager for 
Standard Oil Co, in Peoria. 

Mr. Biancuarp. My name is Keith Blanchard, and I am the as- 
sistant manager at Peoria, Il. 

Mr. Roosrvett. Gentlemen, raise your right hands. 

Do each of you solemnly swear the testimony you are about to 

ive to this committee will be the truth, the whole truth, and nothing 
et the truth, so help you God ? 

Mr. Crowe. I do. 

Mr. Buancuarp. I do. 

Mr. Cuarrerz. Mr. Chairman, Mr. Crowe was in St. Louis last 
night. We got him late last night to come up on a train. He pre- 
pared a statement and it is only two pages. I think in all fairness, 
cause of the impression made or given yesterday afternoon. 
Mr. Crowe ought to be permitted to read his two-page statement. 

Mr. Roosrvect. | will be very happy to hear it. 


TESTIMONY OF M. E. CROWE, PEORIA, ILL., ACCOMPANIED BY 
HAMMOND E, CHAFFETZ, COUNSEL, STANDARD OIL CO. 


Mr. Crowr. My name is M. E. Crowe. I am manager of the Peoria 
division of the Standard Oil Company of Indiana. The Peoria divi- 
sion encompasses central Illinois. Iam appearing to reply to the testi- 
many presented to the subcommittee yesterday by Eugene Brown, 
Standard Oil dealer from Bartonville, Ill., which is in my division 
and is in the outskirts of Peoria. 

Mr. Brown appears to have made three points in his testimony 
wee rday. 

That prior to the initiation of the suggested price plan in the 
Pe eori: 1 area no price disturbance or diffic -ulty existed. 

That at a meeting held by me with dealers, I attempted to enter 
into an agreement on prices with them; and 

That he was forced to reduce the retail price because of our 
ontien particularly with respect to our lessee-consignee station a mile 
from his station. 

I deny these allegations and the implications that might be drawn 
from them. 





280 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


First, as te the price situation in Peoria prior to the initiation of 
the suggested competitive retail price plan there. In 1951 Standard 
Oil dealers were doing 23.3 percent of the business in the Peoria area. 
In 1955 they did 18 percent, a decrease of 5 percent. 

In 1951 they did—in 1951 the cut-rate or off-brand marketers did 
13.7 percent of the business in the area. In 1955 they did 31.6 percent 
of the business, nearly 3 times as much. In 1945 there were 10 cut- 
rate stations in Peoria. In 1955 there were 44 such stations. 

From 1951 through 1955 Standard Oil Co. dealers’ volume in- 
creased in accordance with increasing consumption, about 28.7 per- 
cent. During the same period off-brand marketers’ volume increased 
284 percent. 

In November 1956, prior to the adoption of the suggested price plan, 
Standard Oil Co dealers were being undersold by the off-brand com- 
petition up to 5 cents a gallon. On the average, the off-brand price 
was about 4 cents a gallon lower than that of Standard dealers. 

From these facts, you can see that whether or not it can be called 
a price war, a price disturbance did exist in Peoria. This was a fact 
known to our dealers, and many of them complained to me and my 
staff from time to time about the situation. We had many discussions 
on the subject. Among the dealers who complained was Mr. Eugene 
Brown. I can supply names of other dealers if the committee would 
like them. 

In November 1956, my staff and I decided that the solution to the 
dealers’ problems in Peoria might be the adoption of the suggested 
price plan, which we knew had worked successfully for our dealers in 
the Twin Cities area. I called the meeting referred to by Mr. Brown, 
inviting all of our dealers in the Peoria area. Over half of them at- 
tended. Incidentally, the meeting was held at the YMCA, not at the 
division office as Mr. Brown told the committee. 

At the meeting, I explained to our dealers the facts I have out- 
lined to you above, about the Peoria area. I explained our suggested 
price plan. I explained that under the suggested price plan this 
company would suggest retail prices which we felt would be com- 
petitive with the prevailing off-brand prices in the area. I told them 
that whether or not they chose to follow these prices was entirely 
up to them, and that all dealers would receive the same wholesale 
price, whether or not they chose to follow the suggested prices. I 
told them that we did not want, and in fact under the law could not 
have, any agreement with them as a group or as individuals with re 

gard to _ prices they would post or the prices which we would charge 
hen. [ did tell them that I thought that, following the suggested 
prices would stop the loss of their volume to the off-brand stations. 
I did not say that Stan lard Oil Co. intended to regain its earlier 
share of the market as Mr. Brown alle ged. 

I then asked the dealers to express their opinions freely with regard ° 
to the merits of the plan, but not with regard to whether they would 
or would not follow our suggestions. Several of the dealers stood 
up and said that they realized the troubles they were having in the 
Peoria market were due to the 4 cent to 5 cent differential between 
their prices and those of the off-brand prices, and that they realized 
they must be more competitive. No one, including Mr. Brown who 
was at the meeting, raised any objection to the plan. 
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Mr. Brown testified that I told him that dealers could tell me or a 
representative of the company how they felt about the plan as they 
left the room. What I actually said was that any dealers who did not 
want to express themselves openly : about the general merits of the plan 
should feel free to do so privately. I made clear that, even so, they 
were not to agree to follow the suggested prices. 

Following “the meeting I returned to my office with my staff and we 
prepared, and mailed that same evening, letters to the dealers sug- 


gesting competitive retail prices. This accounts for the fact that the 


dealers received these letters the next day. They were not prepared 
in advance of the meeting, as Mr. Brown implied. 

Approximately 90 percent of our dealers chose to follow our sug- 
gested price. They did so purely voluntarily, and not as the result 
of any pressure brought by this company or any commitments made to 
the company. Mr. Brown testified that although he preferred not to 
follow the suggested prices, he was forced to do so by the prices posted 
at a Shell station near him and one of our lessee-consignee stations ¢ 
mile away. 

Of course, we had nothing to do with the price at the Shell station 
and can hardly be held responsible for that. The prices posted at our 
lessee-consignee station were the retail prices prevailing in the area. 
This is the policy which we follow scrupulously with respect to such 
stations as I believe Mr. Miller told you yesterday. The prices at the 
lessee-consignee stations in question were the same prices being posted 
by 90 percent or more of our dealers in the Peoria area. 

I want to mention one more thing, and I think the committee may 
find it of interest. On April 16, we suggested higher competitive re- 
tail prices because our survey indicated that the private brand retail 
outlets had raised their prices. ‘This new suggested retail price was 
31.9 for Housebrand gasoline. The Shell dealer near Mr. Brown’s 
location, which he has previously referred to, posted a price of 30.9. 
The following day Mr. Brown reduced his price from the suggested 
31.9 to 29.9. He held this price for approximately 10 days. Mr. 
Brown’s statement to one of our representatives was that during this 
10-day period he had experienced almost a 20 percent increase in 
volume. Thank you. 

(A sworn document signed by J. D. Birdseye is as follows :) 

Mr. Crowe, district manager, Standard Oil Co. (Indiana), Peoria division, 
stated in his testimony that the suggested retail pricing plan had cured the price 
problem in the Twin Cities of Minneapolis and St. Paul. This is not at all true. 
The price condition in Minneapolis and St. Paul is still chaotic. There is still 
unbranded competition selling at 0.085 less than Standard’s suggested price and 
many other major brand retailers selling at 0.015 to 0.025 less than Standard’s 
suggestion of 28.4. Also Shell ‘C” stations are giving stamps at 28.4 while Stand- 
ard suggests that the cost of stamps be added to their suggested price. Also, 
Standard is not following their own suggested price in their company operated 
training stations by giving trading stamps and not adding the cost of stamps to 
their price. 

I have read the above statement and it is true to the best of my knowledge 
and belief. 

J. D. Birpsere, 
General Manager and Executive Secretary, Northwest Gasoline and 
Service Association, 1821 University Avenue, St. Paul 4, Minn. 
Subseribed and sworn to before me this 1st day of May 1957. 
MARGUERITE GILMORE, 
Deputy Clerk United States District Court, 
Northern District of Illinois. 
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Mr. Roosrveur. Mr. Crowe, let me first say that, of course, this is 
not a matter for this committee to decide, but as I think I have 
previously announced, I don’t know whether you were here at that 
time—this procedure raises a serious question in my mind as to its 
legality. 

We are going to ask the Department of Justice to take the evidence 
that you have given here, plus the other evidence received by the 
committee, to see whether this, in fact, is not a price-fixing arrange- 
ment, even though I am sure you were advised of it legally that this 
was not so, and that you followed the advice of the attorneys as far 
as your company procedure is concerned. 

Secondly, you state here that the lessee-consignee station posted the 
same price as the other 90 percent of the dealers in the area, and that 
it did so because these were the prices prevailing in the area. 

Now, at what time of day or morning was that price in the 
consignee station set ¢ : 

Mr. Crowe. At the opening of business the following morning, 
That would be on the 17th. 

Mr. Roosrvett. Now, how did you know in that consignee station 
that these would be the prevailing prices unless you had a very, very 
clear idea that the meeting which you held the day before would 
effectively make that the prevailing price in the area 

Mr. Crowe. I did have a clear idea that that would be the price; 

es. 
Mr. Roosrvetr. If I might comment, that is, I think, a very sig- 
nificant statement. 

Mr. Crowe. That is quite all right. I will be happy to explain it 
further, if you care to. 

Mr. Roosrvetr. I think it stands on its own. 

Mr. Cuarrerz. I don’t know what he wants to say, but I think if he 
wants to explain it further, you may. 

Mr. Roosrvetr. Upon advice of counsel, if you want to go further 
that is perfectly all right with me. 

Mr. Crowe. Well, I think perhaps, Mr. Roosevelt, that you may 
wonder how or why I could know that that would be the prevailing 
price. 

Mr. Roosrverr. No, I don’t wonder at all. I am absolutely sure I] 
know exactly how you knew. [ Laughter. | 

Go ahead and explain it, if you want to. 

Mr. Crowe. Do you know because you feel I have already told you? 

Mr. Rooseverr. No, you haven’t already told me. I think I know 
from—— 

Mr. Crowe. Then how do you know ? 

Mr. Roosrevetr. From the obvious facts of the case, but you go ahead 
and put them in your own words. 

Mr. Crowr. Well, sir, at the meeting, you recall that I said in my 
testimony and I say now that I was very careful to explain to the 
boys in the meeting that we could have no agreements, could have no 
agreements about what the tank wagon price would be, no agreements 
about what their retail price should be, and one was not related to 
the other; we would not have any agreements whatsoever. We would 
suggest a price. Then I asked them to express themselves. Five or 
six dealers stood on their feet and expressed themselves as being very 
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much in favor and I asked them if anybody had other opinions and 
each man—or to each man I asked do you care to say anything—in- 
dividually, you understand. There were no votes, or no general agree- 
ment among the dealers or anything else. 

Mr. Roosevei_r. Can you tell me the difference between asking each 
man imdividually and asking each man what his vote is on the 
subject ¢ 

Mr. Crows. Yes, there is quite a difference. 

Mr. Roosevetr. What is it ? 

Mr. Crowe. Well, if I take a collective vote, then I am in a position 
where I must count the yeas and nays. 

Mr. Roosrverr. This way, you just collected it individually, one 
by one? 

“Mr. Crowr. No, I got their expressed opinion of the plan, not 
whether or not they intended to follow it—their expressed opinion of 
whether the plan would be helpful to them. — or 

Now, five very capable men in that meeting expressed the opinion 
that—5 or 6—they said they thought the plan would help. 

[ asked if anybody in the meeting felt that the plan would not help, 
or that it would be detrimental or that it was a wrong thing to do. 
No comment. You will recall I said that if anybody here does not 
feel that they care to express themselves publicly, they certainly may 
talk to me privately, or any of my other people privately as to their 
own opinion. 

Mr. Roosevetr. Either publicly or privately you were able to get a 
pretty good count as to what was going to happen ? 

Mr. Crowe. At the meeting and following the meeting, a sufficient 
number expressed the opinion to me that they believed this was a good 
plan and that they would like to go along with it, and that is the rea- 
son that I proceeded back to my office and sent the letter. 

Now, with regard specifically to the LC station, true, we set the price 
at the LC station. I think that is understood, but had a sufficient num- 
ber of the dealers not gone along with the price, we would have 
changed the price to conform with the prevailing price before the day 
wasout. Thatisour policy. Do you follow me? 

Mr. Roosrveitr. Now, suppose that you had received a completely 
negative vote ? 

Mr. Crowe. Yes. 

Mr. Roosrverr. Would you not have posted that price the next 
morning in your consignee stations / 

Mr. Crowr. We would have posted it as of the instant, but I will 
say to you, Mr. Roosevelt, that before noon, that is, the actual prox- 
imity of this station to my office is close enough that I could have per- 
sonally handled it myself within 30 minutes after he had his price up, 
and I would have. 

Mr. Roosrvett. Suppose that the vote against the plan had been 
made obvious to you ¢ 

Mr. Crowe. Then I would have never sent the letters. 

Mr. Roosrverr. Then you would have never sent the letters ? 

Mr. Crowr. No, sir, I definitely would not. 

Mr. Roosrverr. And not have posted the consignee price at the 
station ¢ 

Mr. Crowe. Yes, sir. 


92285—57—pt. 4——19 
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Mr. Roosrvett. The last question I have, Mr. Crowe, is to ask you 
whether you would give us the name—you say Mr. Brown’s statement 
to one of your representatives was during this 10-day period. Could 
you give me the name of that repr esentativ ef 

Mr. Crowe. John Smith. [Laughter. | 

Mr. Roosrver. I hope the other man’s name wasn’t Jones. 

Will you proceed. 

Mr. Cuarrerz. M: ay I just say briefly, Mr. Chairman, I am less 
concerned about your lega] doubts on this thirg than I am about 
your apparent lack of sympathy with what we are trying to accom- 
plish through the suggested competitive price plan. 

It will occur to you that we don’t come this close [indicating] and, 
admittedly, it takes you close to the borderline. We don’t deliber ‘ately 
come this close to the borderline unless there is an important reason, 
unless there is an objective in mind, and it is this objective of making 
our dealers more competitive with the price cutters. 

As we see it, the only hope for these lessee dealers is to get away 
from the wrong influence of the dealer associations who are - opposed 
bitterly to this plan, who are opposed to anything in the way of 
taking cognizance of this competition and telling our dealers to sit 
on their fannies and keep that margin up. We think that is wrong. 
We think it is hurting the dealers. 

We think that this is the kind of thing that is in the interest of the 
dealers, and the reason we call these meetings is so that they will 
know what we are doing. 

It is difficult, as you point out, to have one of these meetings with- 
out stepping over the border again, but you can’t put a plan like this 
in effect and send out a suggested price with the dealers having no 
idea what your objective is. 

That is why we do thesee things. We are h: appy to have the De- 
partment of Justice and the Federal Trade Commission. We only 
wish you would look into it from the standpoint of the dealer, taking 
legality aside, and I would be delighted to know whether the com- 
mittee thinks that this may be an important objective that we have 
and is or is not a step in the right direction. 

Mr. Roosevett. Mr. Chaffetz, I hope the committee will have both 
the funds and the ability to examine it more carefully. We do have 
conflicting testimony. We have your opinion and we have the testi- 
mony against it. It certainly is a matter to which the committee will 
give very ser ious consideration. 

I’m afraid I am going to have to limit you to 2 minutes more. 

Mr. Cuarrerz. I need four. As far as the price war is concerned, 
I enjoy your inviting the investigation of that. Because of the im- 
pression made on you of these telephone calls, let me give you a hint, 
and I don’t know the facts but I know of other instances. 

I think what happened, one of these private-brand operators who 
was instigating the price war decided he had enough, and I think he 
telephoned several of these oil companies, and told them at 12 o’clock 
we are raising our price back to so and so. [ Laughter. | 

I will tell you something further. There have been instances in the 
past where they have come to us and have said if we raise our price 
to so and so will you go to so and so? It isa uniform policy of this 
company not to answer such inquiries. When they raise their price, 
they don’t know whether we will go to so and so or not. 
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Mr. Roosrvetr. May I point out this is what the committee will 
call hearsay evidence. 

Mr. Cuarrerz. I am giving you a lead. I will give you another 
lead for investigation. 

Mr. Roosrvetr. If you have instances, give them to the committee, 

Mr. Cuarretz. I will tell you where we got our call from. Remem- 
ber, I heard about. this only this morning and I am only giving you 
our view on the thing. I am not srepared to give you all of the facts. 
I couldn’t possibly do it in these few minutes. 

Mr. Roosrvetr. I will give you another 30 seconds. 

Mr. Cuarrerz. One particular point in this South Bend price war 

came out this morning that was of particular interest to me. The 
price war started in this little area which I can’t identify now, and 
what happened was the Sun Oil Co. giving an allowance to his dealers 
in this area, and pursuant to its policy gave the same allowance to 
all of the dealers in the South Bend area, and I believe that is why the 
thing spread through the whole South Bend area. That is significant 
when dealers from Norfolk who testified before Senator Kefauver said 
the same thing. 

In a price war, the Sun Oil Co. gives the same price to all of its 
dealers. That is what the dealer associations are demanding; that is 
what they want under S. 11. 

I think it is highly significant first in Norfolk and now the price 
war spread through the whole ¢ ity. Our policy has been to the con- 
trary and we testified before your committee and the Kefauver com- 
mittee that we try to confine it to a narrow area. 

I think you will find the Sun Oil Co. feels under compulsion to 
give the same price to everybody and that spreads price wars. 

Now, with respect to Spasojevich, who testified this morning. There 
is only one reason his lease was canceled. Several years ago under 
his former lease he was told that that great big tow truck that he 
backs up right against his pumps so his station wasn’t acc essible, to 
be removed. He was told that again and again, and, eventually, he 
moved it to the back and got his lease renewed. Three months after 
his lease was renewed, the tow truck was back out there in front. 

Again he was told since he didn’t keep his promise to take that tow 
truck aw: iy, his lease would at this time not be renewed. The man 
who had the conversation with him is in the room but I won’t bother 
with him now. He is prepared to take the oath and tell you what 
happened. He was given 3 months’ notice that his lease would not 
be renewed. He came back and said, “Can’t I make another promise ¢” 
He was told, “No, you can’t because you don’t intend to keep it.” His 
lease was canceled, 

Now, this is significant. Two months before his lease expired, he 
put a sign up saying “Moving to Phillips station 2 blocks down” and 
so he steered all the customers aw ay from that station to the station 
which he had already taken from Phillips, but kept this lease for 2 
more months, and that is, Mr, Chairman, the reason why you have 
this 10-day cancellation clause. 

If you ove a dealer a 3-month cancellation, he will move across the 
street and steal that business during the 3 months. 

Now, with respect to Mr. Hanson. 

Mr. Roosrvetr. You have 10 seconds more. The Chair will have to 
rule this is not a boxing ring and we cannot have people commenting 
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from the audience. If any of the people referred to wish to add to this 
statement before the committee, the committee will be very glad to 
receive the statement, but it cannot do so at this time. 

A Voricr. We would request the same opportunity as Mr. Chaffetz 
has. 

Mr. Roosrveir. You have the opportunity and the committee will be 
very glad to have your statement. 

Ge es please sit down and be in order. 

Mr. Cnarrerz. Now, to add to Mr. Switzer’s discomfort. Mr. 
T! linia is prepared to tell under oath he did not tell Mr. Emmons 
to discuss the renewal that was mentioned this morning. 

Mr. Roosrveir. We will take a statement from him under oath but 
not here. 

Mr. Cuarrerz. We will give it. There were several references to 
pressure from our salesmen about signing and things of that nature. 
i think if you examine that closely you will find some time ago these 
were former dealers who were canceled out and are now dealers of other 
oil companies. Mr. Miller pointed out after the war we did have 
salesmen problems. We think those were all old incidents. We don’t 
think they happen today. 

Mr. Roosrvetr. May I ask you on that if they happened since 1952 
would you say that they were current enough ? 

Mr. Cuarrerz. Since 1955 is what Iam talking about. 

Mr. Rooseverr. The war ended in 1945. 

Mr. Cuarrerz. I know, but it takes a long time to get a dealer 
organization. 

We said in our statement within the last year or two—or Mr. Miller 
said that was a problem. We testified to it before your committee a 
couple of years ago. 

One other thing. Some reference was made about a practice of 
notifying the lessee each year that his lease is about to expire. I am 
sure that was given up a long time ago. I will investigate further, 
but I am sure that is not the policy of the company and I don’t believe 
it has been for several years. 

With respect to Chicago, there was testimony about Standard Oil 
using the LC station to set the price there. That just isn’t so. The fact 
is it isn’t the policy y of the company to set the price at a consignee 
station. That is the prevailing price in the area. 

That is a very firm policy and we watch it very, very closely. I 
have several other items, which I will not go into at this time. You 
have been very generous to me. I have given you the impression we 
aren't afraid of these charges. We aren’t afraid to meet them. 

Mr. Rooseveitr. The committee appreciates your POO and, 
of course, any statement made of a derogatory nature to the committee 
with relation to anybody will be submitted to that individual for a 
reply so that the individuals will know what was submitted to the 
committee. 

Gentleman, I want to thank you for your cooperation and your 
attendance here today. We will excuse you at this time. 

The committee will take a 5-minute break to give the poor lady in 
front of us a chance to rest. 

(Whereupon, a recess was taken, after which the following proceed- 
ings were had :) 
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Mr. Roosrveirt. The committee will come to order, please. 

The committee will hear as its first witness Mr. Bernard L. Majew- 
ski, an independent jobber, I believe. 

Would you please raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth and nothing 
but the truth, so help you God ? 

Mr. Roosrvetr. Would you first identify yourself? 

Mr. Masewsk1. My name is Bernard L. Majewski, president of 
the Great American Oil Co. and president of the Signal Perfect 
Fuels, Inc. 


TESTIMONY OF BERNARD L. MAJEWSKI, PRESIDENT OF GREAT 
AMERICAN OIL CO. AND PRESIDENT OF THE SIGNAL PERFECT 
FUELS, INC., CHICAGO, ILL. 


Mr. Masewsk1. This is only part of my statement. The transformer 
went out on my farm last night and I was up to 4:30 with my wife 
typing. If I would have known I had so much time to do it, I would 
have done a better job. 

There is nothing new under the sun, Mr. Roosevelt. In 1924, I 
appeared before a congressional committee, and this [indicating] 
was the recognition taken of it at that time. The American Petro- 
leum Institute was meeting in Fort Worth, Tex., and the most impor- 
tant thing that they had before it and the thing that was carrying 
widest interest was a joint session of the committee on education 
and public relations, which is representative of all oil associations 
and this is dated Monday, December 8, 1924. 

Only the faces are different. 

Mr. Roosrvertr. I assure you none of these faces were around at 
that time. 

Mr. Masewskt. All of you would be too young to be around at that 
time. 

My office is at 855 West Evergreen Avenue, Chicago 22, Ill. I 
will not repeat what was done by other people. I am trying to give 
you the benefit of a half century of experience as an independent. 

Mr. Roosrverr. Thank you, sir. 

Mr. Masrewskr. The enterprise I have noncontrolling interests in, 
sell a good deal of petroleum products, in volume, at retail and whole- 
sale directly to the consuming public in the Chicago metropolitan area 
and a very substantial volume of liquefied petroleum gas at wholesale 
to the Farmers Union cooperatives and other wholesalers and dealers 
in North Dakota, Montana, Minnesota, and Canada, produced at 
Tioga, N. Dak. 

T appear here as an independent oil man—a small-business man start- 
ing 48 years ago February 1, 1909, as a teamster—mule driver ped- 
dling kerosene and cider here in Chicago. Since then I have success- 
fully filled many jobs with an independent integrated oil company, 
1916-51, 385 years—Deep Rock Oil Co. which marketed throughout 
the Midwest, directly to the consumer and through independent job- 
bers and dealers. 
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Since 1924 and until September 1951, I served as a director and as 
marketing vice president. In September 1951, along with several 
other oldtime associates and employees, I left Deep Rock Oil to 
organize my present enterprise. Deep Rock Oil was recently ts 
chased by the distinguished Senator Robert Kerr, Democrat, of 
Oklahoma, and his associates. This fine and growing enterprise 
carries on in the old tradition of independence that characterized Deep 
Rock selling directly to consumers through its own outlets and to 
jobbers and ‘dealers in the Middle West. 

The testimony of Messrs. John W. Nerlinger and William D. Snow, 
both of the National Congress of Petroleum Ret tailers, before the 
Subcommittee on Antitrust and Monopoly on April 5, 1957, contains 
a number of statements and opinions which, as a petroleum products 
jobber and retailer, I cannot leave unanswered. I have been engaged, 
as I stated, in the petroleum products business as a refiner, jobber, and 
retailer for more than 48 years, and I feel that 1 am familiar with its 
problems. 

In response to Senator Kefauver’s question as to the bearing of the 
Detroit case—Standard Oil Company v. F. T. C., 340 U. 8. 231—on 
the decrease in the number of petroleum refineries in the United 
States, from 336 in 1949 to 294 in 1956, a decrease of 1214 percent, 
or less than 2 percent per year, Mr. Snow testified that the inde- 
pendent refiner is helpless against a localized price cut by a major com- 
pany, and that the independent refiner is being adversely affected by 
discrimination. This testimony, coming from a man not engaged in 
any aspect of refining, not only presents a false picture of refinery 
developments during this per iod, but completely ignores the real rea- 
sons for this slight decrease in the number of refineri les, 

Total United States refinery capacity has increased in this period 
from 5,336,000 to 8,282,000 barrels per year. Such capacity of refiners 
other than the 20 largest oil companies, 80.4 percent, has increased 
from 1,048,000 to 1,564, 000 barrels, approximately 50 percent, per year 
during this period. The percentage of total capacity of the 20 |: argest 
refiners has not increased in this 10-year period and the number of 
such refineries has decreased from 132 in 1947 to 121 in 1956. 

Furthermore, the fact that some few refineries are no longer oper- 
ating is not, in my opinion, in any way due to pricing practices, not- 
withstanding Mr. Snow’s unsupported opinion to the contrary. This 
decrease in the total number of refineries is due to the obvious fact 
that a number of refineries have been rendered obsolete by the octane 
race, and are no longer able to produce gasoline of sufficient octane 
number, antiknock quality, to meet market requirements. The aver- 
age octane rating of motor fuel, according to the American Society 
for Testing Materials research method, for regular grade gasoline 
has risen from 80.5 in the winter of 1948-49 to 88.8 in 1956, and for 
the premium grade from 86.5 to 96.4 in the same period, as reflected 
in the 1956 edition of Petroleum Facts and Figures, and in the Bureau 
of Mines Information Circular 7779, and the competitive quality race 
is trending ever higher. The octane required by the consuming public 
today has risen to the point where older refineries have not been able 
to produce such gasoline without incurring prohibitive modernization 
and operating expense. 
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According to Nelson Refinery construction cost index, refinery con- 
struction cost has increased from a base of 100 in 1946 to 199.9. in 
November of 1956. According to S. W. Curry, of Universal Oil 
Products Co., as stated in the April 1, 1957, Oil and Gas Journal, the 
cost of raising the octane number of output from a modern 20,000- 
barrel refinery, over 93 octanes is 9.7 cents per barrel—42 gallons—to 
raise the octane number from 93 to 96; is 15.3 cents, to increase from 
93 to 97; is 45.5 cents, to increase from 93 to 100; and is 60.2 cents to 
increase from 93 to 101. Not only has the cost of refiner y construction 
all but doubled in 10 years but the cost of increasing the octane number 
of refinery output substantially i increases per oc tane with each increase 
in the octane scale. 

[I am convinced that the octane race, the tremendous cost of in- 
creasing the octane number of refinery output, and the doubled cost 
of refinery construction in the past 10 years are the real causes of 
the small decrease in the number of operating refineries in the period 
mentioned, But in spite of these rapidly increasing costs, the so- 
called independent refiner has been able to increase his total ‘capacity 
by 50 percent in this period. It is quite obvious to me that the inde- 
pendent refiner has not been tremendously affected by any alleged 
price discriminations, as asserted by Mr. Snow, but to the contrary 
has substantially increased his capacity during this period. 

Mr. Snow also testified that : 

A great many new stations are being built every year, and substantially all 
of these stations are being built either by major oil companies or pursuant 
to a major oil company lease. 

He cites nothing in support of this reckless contention. The April 
1957 issue of National Petroleum News contains an article which 
illustrates the error of Mr. Snow’s statement. This article concerns 
Site Oil Co., one of many so-called independent marketers. at points 
out that Site has 160 stations in 12 States, expects to add 25 more 
stations in 1957, plans to move 126 million sie ets of gasoline this 
year, and has launched a $2,500,000 expansion drive. F urther that— 

Site is presently in an expansion boom; its 160 stations have grown from 
a core of 60 since 1950. 

The article reflects that this company averages 60,000 gallons a 
month per station, with top stations selling 150,000 gallons per month, 
which amounts are both far in excess of the average gallonage sold 
by any of the so-called major oil companies’ stations referred to in 
Mr. Snow’s testimony. It is interesting to note that 125 of its 160 
stations are salary operated, which certainly offers little opportunity 
to the independent owner and operator, who, Mr. Snow asserts, 1s 
having his independence restricted by the integrated companies. This 
article further points out that Site does not consider the so-called 
majors too much competition, but that if an area is overbuilt with 
independents Site stays out. Site also names its toughest competition, 
and none of the so-called major oil companies are inc cluded in this list. 
The tremendous expansion and market penetration of the private- 
brand stations in the past 15 years is well known to everyone familiar 
with this business. 
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Mr. Snow refers to the substantial cost of station construction, and 
points out that it is difficult to procure loans on service stations with- 
out a lease from a major oil company or a substantial company, with 
the supplier guaranteeing the repayment of the mortgage. It has 
been my experience that the supplying companies would be more than 
willing to have the retail dealers build their own stations at their ex- 
pense, rather than having the suppliers tie up substantial sums of 
money in service stations. 

Few dealers are able to finance such construction, and the fact that 
the suppliers have assisted them in the financing is the only thing 
that has enabled the service-station operator to exist as an independent 
businessman. Far from condemning the so-called major oil com- 
panies for assisting these dealers in going into business for themselves, 
it appears that they should be commended for rendering the assistance 
required to enable a man to start his own business. 

The contention that the major integrated companies are in a position 
to make economic warfare on the independents blindly overlooks the 
realities of the situation. Without these independent businessmen sell- 
ing their products at retail, the integrated companies would have only 
a few small outlets for the sale of their products. The assertion that 
the integrated companies desire to drive the retailer out of business 
is absurd on its face. I have never heard of a seller that wanted to 
destroy its own customers. 

Now, Mr. Snow stated that he had no explanation for the opposi- 
tion of the jobbers to S. 11, other than the fact that they have been in- 
fiuenced by the major oil companies. The jobbers have spoken for 
themselves in this matter, in vigorously denouncing this bill, and as a 
jobber, I wish to have it clearly understood that I am unaltera ibly 
opposed to this bill and that no one, major integrated oil company or 
otherwise, has influenced me or dictated this decision to me. 

Mr. Roosevelt, I have put on your desk right before you an excerpt 
of several pages from the National Petroleum News of April 1957. 
I would like to have it entered as an exhibit, if you will, please, permit 
it to be introduced. 

Mr. Roosrvetr. Without objection, the committee will accept it as 
an exhibit. 

(The matter referred to is as follows :) 
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Site outlets feature wide drives, hard-sell ads, price; some do 150,000 gallons 
monthly 


{National Petroleum News, April 1957] 
How AND WHERE IT’s SHAPING UP 


Maybe an independent can still go places on a strictly cut-rate basis, but Site Oil 
doesn’t care to try. The company operated that way for 20 years, but times 
have changed—today Site is also quality-conscious. 

It’s going places, too. Over 160 stations sell Site’s Cresyl brand in 12 States. 
The company plans to move 126 million gallons this year. And from its St. Louis 
headquarters, Site’s launching a $2.5 million expansion drive to further its goal 
of dotting the United States with Site stations. 

Site will still use the price sword in its battles for new business. But it will 
also carry the shield of quality—something special for a company that once had 
a fairly unsavory reputation. “Until 5 years ago they were just a cut-rate 
operation,” says a major executive based in St. Louis. “Since then they've 
become respectable.’’ 

On the March.—Site is presently in an expansion hoom; its 160 stations have 
grown from a core of 60 since 1950. Now the company is pushing into Ohio and 
Florida, in the first stage of a planned invasion of the east coast. Pennsylvania, 
Michigan, and Wisconsin are also in Site’s sights for penetration within the near 
future. And over the long pull, Site hopes to be singing its own version of Cali- 
fornia, Here I Come. 

As a company, Site Oil sharply reflects the drive and philosophy of 62-year-old 
Phil Siteman (cover), its founder and president. Siteman started the company 
in 1929, built it into one of the hardest-competing independents in the country. 
Today, however, most of the field-generalship is handled by Siteman’s son Alvin. 
Young (29 this month) and energetic, Alvin will call the signals as Site’s 
expansion progresses. 

WHY SITE REFORMED 


Here’s what Alvin Siteman has to say about the company’s new accent on 
quality: 

“The business was established in 1929. Until the early 1950's, merchandising 
was entirely price. The independent group, as a whole, operated that way to 
gain volume. We decided in the early fifties that we would have to buy the best 
possible products. Yet we had to sell for approximately 2 cents a gallon under 
the major-brand postings. In the forties, the independents sold 4 cents to 5 cents 
under the majors. When the majors met us, we moved seriously to quality.” 

The quality program.—Site’s emphasis on quality actually breaks up five ways: 

Products.—Site features 3 gasoline grades; the premium, Cresyl 110, tests 
at 98 octane, says Siteman. “St. Louis is just going to 96 octane in general,” 
he says. “We have had it the last 2 years. We can’t see 101 or 102 yet, but 
we’re ready for it if it’s necessary.” 

Site’s middle grade is about 93 octane. Regular ranges between 88 and 91, is 
“always competitive,” and is better than the premiyms of 5 or 6 years ago, 
Siteman claims. 

The company’s price motor oil is Sitelax, made from midcontinent stocks. It 
sells for 30 cents a quart, comes in 2-gallon and 5-gallon cans. Site also has a 
10W-30 oil called Five-Star All Weather (50 cents a quart). It makes its own 
additive, Cyl’lube, which is manufactured in the Site warehouse. Site stations 
sell no tires or batteries, and handle only accessories that “sell themselves.” 

Stations.—Site outlets are built to do big volumes (company average is 60,000 
gallons a month; top stations hit 150,000), Siteman says. The company’s design- 
ers try for supermarket appeal, and fast service is the watchword. Service is 
limited—no repairs, chassis lube, or washing. Stations do feature quick oil 
change; average motor oil ratio is 1 percent. 

Trading stamps.—Site uses its own plan, and has for 20 years. It claims the 
program is more valuable than any national system because it represents a 
4-percent savings, against 2 percent for national plans. Four stamps are given 
for every dollar purchase; lessees pay $2-$3 for every 1,000 stamps. 

tach stamp has a trading value of about 1 cent, roughly equivalent to a saving 
of 1 cent per gallon. Since January 1956 alone, over 25 million Site premium 
stamps have been redeemed for more than $400,000 worth of merchandise. 
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Siteman considers the stamps an indispensable part of his merchandising pro- 
gram. In some markets, he keeps his pump price 2 2 cents under general postings, 
so that stamps give the customer a total savings of 3 cents. In others, posted 
price is only 1 cent under the market, or a 2-cent savings with stamps. 

Credit cards.—More than 10,000 accounts are carried in the company’s own 
credit-card system. It’s just beginning to expand, says Siteman, and is moving 
fast. 

Advertising —Radio is the key medium; commercials plug Site stamps and 
brand products. A film commercial is used at outdoor theaters, there’s a small 
amount of TV, and a very limited use of newspapers. Highway billboards get 
more play, especially at stations, where they promote products, bargains, and 
stamps. Site expects to spend $750,000 on media and premiums in 1957. 


HOW THE SITE SYSTEM WORKS 


Site was a formula marketer from the start, with one basic premise: Always 
keep operating expenses and overhead to a bare minimum. That’s since been 
expanded to include another rule: Spot stations over a widespread area, as ¢ 
cushion against damage from local price wars. Other Site principles: 

Station administration.—The company favors direct operation; 125 of its 160 
stations are salaried, the rest lessee. “We get what we want in a salaried sta- 
tion,” says Alvin Siteman. “Particularly we can control the number of per- 
sonnel on the driveway. With a lessee station you can only suggest. Of course, 
when we get a good lessee we can do better than we can with a salaried station.” 

Station managers are hired by the supervisors in charge of stations. Prefer- 
ably, managers have had some experience with Site. When possible, Site will 
move experienced men to other cities to manage stations. 

If men are not selected from within, they must have lived in the city where 
the station is located, and be well known. Site seeks family men “of good 
moral character.” Age bracket is 30 to 45. 

Site looks for managers who would make good supervisors—supervisor and 
manager work closely together. Managers’ salaries vary by locales, average 
out at about $350 a month. With commissions and bonuses added, the figure 
usually comes closer to $400 (commissions are keyed to longevity, vary with 
each station). The annual salary range is $3,500 to $6,000. 

Wage rates of station employees are in line with local rates. Stations usually 
employ 8 men. Sitemanm says that while turnover has been a problem, he’s never 
been short of men. Very few Site stations have been unionized. 

Station location.—Minimum frontage for a station is 200 feet; the require- 
ment rises if the station is at the edge of a city or on a highway. A “substan- 
tial” traffic count is needed—more than 10,000 cars a day should be passing the 
location. 

Site considers the competition: “If there’s too much, we say it’s no place for 
us.” It doesn’t consider the majors “too much;” however, if an area is “over- 
built” with independents, Site stays out. 

During the past few years, Site has favored outskirts of cities, because loca- 
tions are more economical. The company will consider anything except a 
neighborhood spot. 

Maximum visibility is sought, so openness is a big factor. If a curve is in- 
volved, Site likes to be on the inside. It also likes light-controlled traffic cor- 
ners on major streets that are not major intersections, and main arterials with 
transient highway traffic, neighborhood ee truck traffic, and nearby in- 
dustry. Site doesn’t like major intersections (‘traffic backs up’) and hilltops 
(“but 9 times out of 10 we have to cut down a om or fill in a canyon’’). 

Station building.—Site outlets are built with 36,000-gallon storage capacity. 
There are usually 4 tanks for 3 grades of gasoline and diesel fuel—2 10,000- 
gallon tanks and 2 8,000-gallon tanks. With this much tankage, stations can 
take full transport dumps and accommodate the larger trailers as well. 

Site costs average $75,000 per station for land and improvements. A majority 
of the company's stations are owned: a substantial number are leased from 
people who build to Site specifications. Usually Site does its own building, 
however. It has a complete construction and engineering department by virtue 
of a contracting subsidiary. 

Truck stops——Site operates several truck stops with special truck pump 
islands to the rear of the station. Trucks get a special discount that varies by 
marketing area. Truck stops usually feature shower rooms, lunch rooms, lounge 
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rooms, and sleeping quarters, which generally cost $1.50 a night. 
free coffee, and Site plans to add restaurants to all truck stops. 

Station openings.—Site goes in for grand openings that feature giveaways 
like hosiery, glasses, T-shirts. Openings are usually planned for weekends, and 
often include merry-go-rounds, lollypops, gum, and candy for the children. Site- 
man says it’s not unusual to spend $10,000 on a grand opening. 

Station supply: Site markets in 50 cities in 12 States (see map). St. Louis 
is the No. 1 marketing area; other strong points are Memphis, Birmingham, 
Houston, Dallas, Kansas City, and Denver. Site has from 5 to 10 outlets in 
these cities; in others, the number ranges from 1 to 4. 

Supplies for these stations move through terminals and pipeline outlets; Site 
doesn’t believe in bulk plants. The company buys from various suppliers, both 
integrated companies and independent refiners. “Some major companies supply 
us from time to time,” says Siteman. 

Products are terminaled through Marine Petroleum Co. Water terminals are 
at St. Louis (120,000 barrels); Birds Point, Mo. (100,000 barrels), and Car- 
ruthersville, Mo. (100,000 barrels). Site will be established in Ohio shortly, 
and will use a Cincinnati terminal point. 

Site doesn’t operate its own transports; the truck fleet is owned and operated 
by Marine Petroleum. Marine also has towboats and barges. 





Truckers get 






BEHIND THE SUCCESS STORY 





There are at least five key factors behind Site’s steady growth since Phil L. 
Siteman founded it: 

“Mr. Phil himself.” An engineer by profession, Phil Siteman got into the 
station business by accident. He had been active in major construction when 
the depression started, found himself with financial problems, and decided to 
build a couple of stations on property he owned in St. Louis. 

“Unbelievably economical” operations. Siteman’s way of doing business, from 
the first, was to shave costs. He always increased tankage to take a full trans- 
port dump, kept building costs low. 

Siteman met anyone in price (“except in the disastrous major-inflicted wars 
of the thirties”). He caused many wars himself. 

He conserved and held onto profits. 

He developed key people. His sales manager, Edwin Field, has been with 
Site about 18 years; so has Miss Eva Jacobs, purchasing manager. 

Looking back, Siteman recalls that the rough competitors in the early days 
were Hoosier Pete (now part of Gaseteria, Inc.) ; Tank Car (now part of Clark 
Oil Refining Co.), and Coryell. Today he rates his toughest competition this 
way: in the North, Gasteria, Bonded, and Clark; in the West, Martin, Star, and 
Hudson; in the South, Billups and Spur. 


Long salesrooms are made of glass, redwood, and stone 





THE EXPANSION OUTLOOK 









Site is currently making arrangements to enter western Florida. That will 
set the stage for an invasion of the east coast. Three stations are currently 
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vania. And Site feels that Michigan and Wisconsin, to the north, are also ripe 
for invasion. 

The big move in Texas came last summer, when Site took over Hudson Oil Co., 
of Texas, including two subsidiaries, Hudson Oil of Velasco and Hudson Oil 
of Beaumont. The deal included 10 stations in Houston, Beaumont, Velasco, 
and San Angelo. Shortly afterward, Site acquired Webb Oil Corp. and W ebb 
Oil Co., of Dallas (13 stations). 

As Site expands, it will hold to its policy of scattering stations. “Our object 
has been to spread our risks in an industry w we risks are great,” says Alvin 
Siteman. He expects to add 25 stations in 1957, building them to Site specifi- 
cations. 

Expansion is going on at home as well as in the field. A new $2 million 
office building is going up in St. Louis; Site will occupy 15,000 square feet. The 
company is installing a complete electronic puncheard system that will cover 
all records; this will include daily records turned in by each Site station. 


WHO'S WHO AT SITE 


At 62, Phil Siteman is still active as president of Site, though he’s trimmed 
his working time down to a couple of hours a day. Alvin is the policymaker, 
consulting with his father on some matters, with his six department managers 
on others. 

Personnel is divided between office and field. Most field personnel are in 
sales. About 750 persons are in direct operation of stations; about 15 are in 
direct supervisory positions in the field; about 50 are in the office force; about 
10 work in engineering and architecture. 

Mr. Roosevetr. Actually this testimony should not be given to this 
committee because this committee has no jurisdiction over S. 11 or 
Et, .au ole aa testimony should be given to the House Judiciary 
Committee, or to the Judiciar y Committee in the other body. 

Mr. icanie ski. The reason I am putting this in, if you will permit 
me—and it will not be such longer—it has some significant points 
that you are searching into, as you stated in your opening statement 
here and likewise in W ashington; and rather than repeat, I have 
written this in the letter to Senator Kefauver and to the members 
of his committee. But rather than to repeat and do this work all over 
again—and due to the failure of the transformer on my farm, I could 
not really do it—I will merely read from what was in a letter to 
Senator Kefauver and the members of his committee. It would bear 
also on the question that you are looking into. 

Mr. Roosrvetr. That bothers me for this reason: This committee 
does not have jurisdiction over that and this committee will be held 

strictly to account for taking testimony from you on a matter which 
is not before this committee and is active ‘ly be fore another committee. 
If you want to talk about principles, all right, but do not talk about 
S. 11. 

The committee cannot receive any information or testimony as to 
your feelings about 8. 11. 

Mr. Masewskt. Well, the only thing I did that for—and I will 
go off on another tack, since you say this—you did permit Mr. Postil- 
lion—hear him out as if it was the unholy gospel writ. He talked 
about S. 11 and its effect and why he was involved. I thought he 
was permitted to go into 1t—— / 

Mr. Roosreverr. He did. He actually, I think, gave three or four 
sentences about S. 11. Even as I was about to stop him, he did leave 
the subject and if he had had more, I would have stopped him also. 
But in view of the fact that you have considerable about it, I would 
prefer if you would just adhere to the principles rather than to the 


particular bill. 





ipe 


oO, 
Dil 
co, 
‘bb 


ect 
vin 
‘i fi- 
ion 
“he 
ver 


ned 
cer, 
ers 
- in 
» in 
out 


his 
or 
Ary 


mit 
nts 
ent 
ave 
ers 
ver 
uld 
. 
ear 


ttee 
eld 
uch 
itee. 
out 


Ss to 


will 
stil- 
lked 
t he 


four 
eave 
also. 
ould 
» the 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 297 


Mr. Masrwsxr. Well, could I talk to the principles then ? 

Senator Kefauver believes that no jobbers who are retailers ought 
to be in opposition to S. 11, even saying that they need the protec- 
tion—— 

Mr. Roosrverr. Waita minute. This still is not going to principles, 
or the fact that the oil companies do not have any ‘influence over you. 
But this committee will not receive the testimony in criticism of 
Senator Kefauver about 8. 11 or anybody else, because that is not 
within the jurisdiction of this committee. 

If you want to testify that you feel that maybe this committee 
thinks that the jobbers are influenced by the major oil companies, and 
you want to refute that, that is perfectly all right, although I do not 
believe—— 

Mr. Masewsk1. I am not speaking for major oil companies. It 
looks to me like they made quite a job for themselves; they did the 
task well for themselves. 

I am trying to talk about guys like me, little-business men. 

Mr. Roosrverr. Then if you would talk specifically about the 
things that we are interested in, which is whether you feel there are 
no problems connected or if there are problems connected with un- 
fair competition between the refiners, or in the refining end of the 
business, we will be glad to hear it. 

Mr. Masewsk1. Here was my point only 

Mr. Rooseveir. Do not go back. 

Mr. Masewsxt. I will just tell you the extraneous things that 
have been talked about. I heard that the largest father here—with 
the largest number of children—had 6. I happen to have 7 children 
of my own and 5 adopted and 32 grandchildren; and I am just as 
interested as they are in being preserved from too much legisla- 
tion. I do not wish to become a ward of the Government, nor do the 
businessmen in the same ranks in the oil business that I am—jobbers 
and retailers—and I want to come to another point: We do not want 
to be stifled. We want to be permitted to make progress. 

There are many things that you could do with your colleagues if 
you are on this tour; and I know you are sincerely attempting to 
find ways and means to help small business. One of them is to remove 
this restrictive legislation that does not permit a small-business man to 
grow. 

Now frankly—— 

Mr. Roosrvetr. What specific legislation are you talking about? 

Mr. Masewskt. I am talking about removing that limitation of 
$60,000 on earnings and capital in a single season—in your surplus 
in a single season. That ought to be removed and it ought to be 
done in my opinion in this session, if it is possible, so that we could 
do some things. 

For example, I know my way around and we know where to 
find crude oil. We want to build a refinery here, but no one wants 
to finance it, even though we have some backing of our own. We 
have some assets that we can put in hock, but nobody wants to let us 
do that because we have no tax space. 

There is no chance for a small-business man to become a larger 
businessman and make a greater contribution to his community be- 
sause of these limitations in the law. 

I suggest to you 
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Mr. Roosrevett. The committee is not familiar with this $60,000 
base limitation that you are talking about. Could you give us 

Mr. Masewsxi. Yes. It isin the Internal Revenue Code, in sections 
531 through 534, 535, through 537. Those are the sections that ought 
to be taken a good look at in order to permit us to grow. We could 
have a refinery of 30,000 barrels a day here with that. restriction 
removed. 

Mr. Roosrvert. You would like to have something akin to the 
depreciation allowance of the producers, perhaps ? 

Mr. Masewskt. No; I don’t need any depreciation allowance. If 
I was a producer, I would want it, because I am one of the few 
guys in the business that believes there is no security in foreign oil, 
particularly in the Middle East. 

I am a great believer in the security in Canadian oil. We can 
defend this continent. I am not so sure, having had several years 
of experience, as I have told you, in the business, that we can do it. 
I saw tankers sunk like sitting ducks in the Gulf of Mexico in the 
last fracas—saw it with my own eyes; and I want to tell you there 
is no security in it. And I do not want any limitation on imports, 
if you please, so that I am fully understood, on Canadian oil. It 
ought to be brought into the commerce of the United States on the 
same basis as the oil produced in the several States of the United 
States goes into commerce in the United States; and if it was pos- 
sil le—and not as some people say, working against the interest of 
other nations—that we ought to have no duty on oil coming from 
Canada or Mexico, et cetera. I want to make my position clear. I 
do believe that the 2714 percent depreciation allowance has rendered 
a terrific service. Sure, some of it was abused, but you know that 
2714 percent depreciation allowance is a sound basic tax allowance. 

It is not someplace where oil millionaires that I hear so much 
about in Texas can wiggle through and come out rich, because being 
in this business a long time with “Deep Rock—where we did build up 
quite a production, I know I would like to have some protection. It 
surely did usa lot of os good turn in World War II. 

Mr. Roosevert. You want consideration by the committee of 
changes in the tax ineiietetin to be of help to small business in ac- 
cumulating reserves that they may use for wae purposes ¢ 

Mr. Masewskxt. That is right; and they can make a contribution, 
and they can increase competition. 

You asked yesterday—you showed particular interest in why this 
market here was good. Well, I have been here all my life, and it 
is partly due to the fact that the people are sound here. Also 
smaller people can compete against refiners in this area. They can 
do it because—and I couldn’t get a photographer to do it—this is 
not a map of my own making, but of the Oil and Gas Journal which 
I will leave with the committee, and it tells you the whole story. 
I couldn’t even find the thumbtacks this morning—no light—but 
here is a map of the United States and Canada. 

Now, the reason that you have a price situation in Minneapolis 
is because of the pressure of crude oil from Canada being refined in 
the Twin Cities, where there did not used to be any refineries. Re- 
fineries at Superior and refineries in the Twin Cities are now sup- 
plied with crude oil through pipelines to the Twin Cities and the 
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refineries there are independent refineries, owned by J. R. Park of 
the Widley Petroleum Co.; and I have 25 percent interest in it— 
sold it out too soon. I shall describe this for you fully; but up this 
Mississippi River and through the Great Lakes pipeline, half of the 
product in the Great Lakes pipeline come from independent refin- 
eries. Do not call me a big fibber, if you pick out a name, because 
if you tell the major oil companies, they won’t like it. I think they 
are major, because it depends on size more than a definition, because 
the nomenclature of the oil industry is never made clear. Some- 
times I wonder what a jobber is al I have been here a long time, 
and I wrote the definition. As a matter of fact, I had the privilege 
of writing the marketing part of the Oil Code during NRA and 
also was one of the price fixers then. I am sorry I made that mis- 
take. [Laughter. ] 

You know, a fellow learns from his mistakes. As a matter of fact, 
while I am on that digression a moment, I think this is of interest. 
I watched with a great de: al of interest back there Mr. Chaffetz bearing 
down. I was with him 3 days before the grand jury for doing what 
we were asked to do by the Government in 1933 and 1934, and he was 
as persistent with me, waving documents at me that I had never seen 
before. It is a good thing it was in the spring of the year, or he 
would have made me hot, but he is persistent and he has a ion grasp 
of what is happening in the oil industry. If there were more guys like 
him—I am not building him up; I will tear you down in a minute— 
if there were more guys like him in the respective companies, the 
policies would be a lot better. 

Now, coming up the Mississippi River from all these independent 
refineries on the gulf coast, products coming through the Great Lakes 
pipeline, through the Mississippi- -Oklahoma pipeline—they all con- 
verge. That is the dumping ground | indicating |—good old Chicago 
is the dumping ground; and most jobbers in Chicago have barges. I 
have 2; my company has 2. We have river tankage which we call 
terminal storage. We are in a position to compete; and we would be 
in a better position to compete with majors and also Mr. Site and his 
kind of people if we had, sir, something else—this tax allowance and 
a refinery here in Chicago based on crude oil. After all, you have to 
start with the raw material. 

Now, while I am talking about refineries, also my supply comes 
from the Pure Oil Co. here in Chicago; and it is not because they 
are my buddies. Mr. Shaughnessy, who owned the Globe Oil & Re- 
fining Co. and also owned one-half of the Oklahoma string of sta- 
tions, and Joe Gilbert, the other half, and Mr. Woodruff owned one- 
half—Mr. Shaughnessy’s partner owned the other half—one-half of 
Perfect Fuels, which is another company that Standard of New Jer- 
sev bought—and the Globe Oil & Refining Co. owned the other; so 
actually they are making product for themselves, either for the cor- 
poration or the owners of the corporation, because it was a closed cor- 
por ation. ‘ 

Now, they supplied me for a long time. The reason that I left in 
1951, Deep Rock—and I left them only because I was enamored of 
some of my successors: I created 587 joupers and retailers by turning 
over all of the properties of the Deep Rock Oil Corp. to the people 
who operated them and we helped them finance. Then on top of that, 
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this was a bad market for them, because they did not know how to get 
up here. They did not have a modern refinery at Cushing, Okla., and 
did not know how to get up here in a transportation system that would 
be economical. So I had permission from them to negotiate with 
Mr. Shaughnessy—who I have known since he and I were boys, he 
being more successful than I—for a supply; and when he sold his plant 
to the Pure Oil Co. in 1954, he saw to it that when the talks were 
going on with the FTC, that Majewski could get part of his supply 
from Pure Oil Co. on the same basis that he could. 

Now, as to price: I was getting a certain quantity from Globe. This 
is beyond their processing arrangement, and a processing arrangement 
a in the oil industr y. I “did not have my oil processed, because 

I did not have enough oil to process at one time. You have to make 
tenders that are either 5,000 or 10,000 barrels a day. 

Mr. Roosrveur. Go ahead. 

Mr. Masewskt. This is what I want to say: When the negotiations 
with the FTC were completed, I was able to arrange a contract with— 
and you will contract on the spot market price basis that the Pure 
Oil Co. has—only for a year at a time, with no commitment to go 
beyond that. 

The other part of my supply comes in the spot market after Ker- 
mogee takes what they want, and up to now they have not wanted too 
much of this market, because they could do better moving it in other 
directions to their two pipelines, the Mississippi-Ok1: thoma and Great 
Lakes Pipe Line. But they did do this: Recently they acquired one 
of the largest independents with 60,000 barrels of gas a day. They 
bought Triangle Refineries, as was just announced this past week, and 
Mr. Saunders of Triangle, head of Triangle, has gone with them. 
Now, he supplies perhaps the largest price cutters in the city of 
Chicago most of their supply. 

What I want to say along that line was I now will have a little 
difficulty doing what my contract called for in 1951 with the prede- 

cessors of Kermogee about where I would get my supply, but I will 
have no trouble with that. I will get it 

Mr. Roosreverr. Mr. Majewski, unfortunately, the committee still 
has two groups to hear, and I am going to he ave to limit you and ask 
you if you will finish by about 2 minutes after 

Mr. Masewsxt. Is there any other time rei can hear me? You 
gave a lot of people a lot of time and, gosh, I have a big equity in this 
business and I am the dean of this outfit out in this country: and I 
ought to have enough time to tell my story. 

With my poverty of English, I have a tough time doing it in a short 
period of time. I would like a sufficient time. 

Mr. Roosrvetr. Let me say this to you. We will arrange, with the 
cooperation of Mr. Sheehan and other members of the committee, we 
will arr: ange to have a hearing for you in Washington, at which, if you 
want, we will sit up there for 2 hours and listen to you. How will 
that be? 

Mr. Masewskr. That will be fine. 

Mr. Roosrvetr. We will be in touch with you, and we will be very 
happy to receive you and make arrangements. 

Mr. Masewskr. Will you give me until 5 after? I won’t have to go 
back, I don’t think. I will write you. 
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Mr. Roosevett. Will you answer one question from counsel if it is 
a short question ? 

Mr. Neus. Very short. 

Mr. Majewski, you are a Deep Rock distributor. You also sell an 
unbranded gasoline, which I understand, stems from Pure Oil Co.— 
the deal that you have just described ; is that r ight ? 

Mr. Masewsxt. No. I sell Deep Rock, unbranded or branded. I 
sell the stuff I get from Pure Oil Co. as branded or unbranded Deep 
Rock. ' 

Mr. Netuis. Either way ? 

Mr. Masrewski. Yes.’ 

Mr. Neuurs. To whom do you sell—the retail stations? 

Mr. Masewski. Yes, some I own and some I lease; and some are 
spot-market people. 

Mr. Netuis. So that the Pure Oil product that you buy under this 
arrangement does get to unbranded stations ? 

Mr. Masewskt. Yes, but I am very careful about where it goes. 

Mr. Newuts. I didn’t ask you about that. 

What kind of care do you exercise to see to it that the same product 
does not wind up in an unbranded station that is next door to a Pure 
Oil station ¢ 

Mr. Masewsk1. Let me tell you how I do it. This is a small shop. 
The fact of the matter is, we built an air-conditioned office out there 
on the river, where I used to drive this team of mules out of; and I 
watch the details. I do not have a lot of fellows. I am responsible 
for every ability of every employee we have got. 

Mr. Roosrvetr. You tell us specifically how, in answer to counsel’s 
question, do you make sure ? 

Mr. Magewski. By personal inspection that it is not impinging 
upon Pure Oil Co.; and I tell you they are careful about it. 

Mr. Nexis. Does it sell at a lower price? 

Mr. Masrewsk1. Sometimes. I tell my dealers to be very active. No, 
I mean competitively active. I try to get the highest, but I take care 
of them. 

Remember, I don’t suggest nothing excepting, “Don’t lose my busi 
ness and I will take care of you; and when I run out of money , then 
we will bs ilk about want we are going to do next.’ 

Mr. Nerurs. In any event, it sometimes sells at a lower price, and 
yet it . the same eal ict that Pure Oil is selling to its dealers? 

Mr. Masewsxt. No, sir; I wish it were. It isa specification product 
in any arrangement. It is the same product that Mr.—it is a specifi- 
cation product. The only similar ity might be 96 octane as against 97 

that they are selling; but they get a lot of things they will put in this 
unbranded gasoline I wish they would—as a matter of fact, I tried 
to do a little stunt with them. Iam a sort of persuasive old bird, and 
I said to them, “Sell me some of your Pure lube, will you?” They 
said, No, they cannot sell me any Pure lube. I wanted to get a 
sign up there for Pure Oil lubricants, and they would not fall for the 
trap I laid for them. 

So I just want to mention that, as far as being careful—can I s: 
something that I think will help you? We do not need any more laws. 
We need the kind of thing you have been doing around the country— 
getting people and giving y them a chance to talk. I wish I would have 
gotten more of a chance. 














302 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 





Let me give you a little picture. The Department of Justice pre- 
pared so-called Mother Hubbard suits against several kindred dis- 
tributors. The Department of Justice—and you were seeking this, 
Mr. Roosevelt, in your committee—the Department of Justice never 
tried to prove any of the charges made in 1941; and the Government 
gave as its principal reason that the case was too big and that in place 
of the Mother Hubbard suits, segment suits would be filed Teast the 
oil industry in several distric ts throughout the country. One seement 
suit was filed and that was filed some 7 years later in 1948 on the 
west coast; and that has not come to trial yet. 

Mr. Sueenan. What was the basis of the suit on price fixing? 

Mr. Masgewski. Through the Mother Hubbard, they took so many 
charges in that they could not prove. The allegations were un- 
provable. 

Now, I believe that cases like these should not be filed unless the 
Government believes it can prove its charges and allegations and 
unless the Government believes that it can prove them, they should not 
generalize. 

Now, if a thing like that happened—and you ask why is this a good 
market—it seems that could not happen here. You do not have to go 
to the Federal Trade Commission to file a treble-damage suit. Tf 
what was alleged in these suits occurred here in the city of Chicago, 
Mary Majewski’s oldest boy Barney would have had a treble-damage 
suit filed without the help of the Federal Trade Commission. That 
is a long process. The laws are adequate that you now have on the 
statute book. All I ask you to do with your great influence of your 
committee is to see that they are enforced and that the evidence that 
is adduced is provable so that there is no waste of time. 

Now, that——— 

Mr. Roosrverr. On that point, may I ask you, then, you would be 
in favor of what we were talking about this morning which is a very 
great effort to find ways and means to speed up the m: wchinery of 
justice so when suit is filed or complaint is filed by somebody like 
yourself, there is the ability to settle that suit before such time lags 
that the individual cannot afford it. 

You can afford it, because I think you are in a—— 

Mr. Masewskxt. With 12 kids and 32 grandchildren, nobody can 
afford anything. 

Mr. Roosrveir. But even the people that do not have that many 
erandchildren still cannot afford it. The important thing, I think, 
is to be able to enforce the law and bring it within the means of possibly 
injured parties or people who think they are injured and have proper 
recourse to the—— 

Mr. Masewskt. When I got indicted, it did not take long to bring 
the case to trial, and I did not want it to come to trial. The Govern- 
ment was reluctant witness on my side. I was the guy that kind of 
got them intothis. I was the General John Blue Eagle. You remem- 
ber Hughey Johnson, with his waiver of the blue eagle. I got after 
the big boys and we all got indicted and some of us got convicted, and 
the Government never showed up as a witness. They should have, 
but they never showed up as a witness. 

Mr. Roosrverr. I am awful sorry about that, but you go ahead now. 
You have got exactly 1 minute. 
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Mr. Mavewskt. Well, I tell you, I have some questions that I wanted 
to ask that you dee idk, and T have got some answers. If you won’t 
let me tell you, I cannot do as good. a job writing them. 

Mr. Roosrvett. How many questions do you have? 

Mr. Masewsxt1. Four and I am a fast reader—maybe five. 





Do the private and local-brand marketers depend on major suppliers for 
their gasoline and other products? 

Answer. Certainly not in the Middle West area, and I showed you a map. 
I will show you the map and sources where they buy, and you see immediately 
that they are not dependent upon major suppliers. When you ask if in the 
Middle West the major oil companies are supplying the price cutters, that 
just is not so. There might be some instances. 


Mr, Roosrverr, That is all right. That is your opinion. You 
go ahead. 
Mr. Masewski (reading) : 


Question. Do you agree that the private and local-brand marketers offer 
the greatest competition to the majors today? 

Answer. From my own firsthand observation of the business over a long 
period of time—nearly half a century—lI’d say that was definitely true. There 
was a time in our industry when you had a sort of stratification of the market. 
At one level the majors competed against each other. At another level the inde- 
pendent trackside operators competed against each other. But there wasn’t 
much real competition between the two levels. Each appealed to a different 
class of buyers. 

Today the old stratification is broken, and competition runs straight across 
the board. The majors, as I see it, are fighting for their lives against the 
independent private and local branders. I’d make this distinction, though: 
The present-day independent marketer bears little resemblance to the op- 
erator who used to throw up a shanty and then fill automobile tanks from 
the tank car by a gravity flow. Today’s independent—at least the independ- 
ent who counts in the market—is an efficient, big-scale, large-volume operator 
with an attractive string of stations, good locations, quality merchandise, 
and heavy advertising. 

Question. What part does price play in the selling of gasoline? 

Answer. It is hard to pin down the part it plays out to the fourth per- 
centage point or anything close to it. When you ask somebody why he buys 
the particular gasoline he does, he will seldom say that price is the thing that 
is determining. He just doesn’t want you to think he is a cheapskate. 

It is obvious from the statistics on the growth of the independents in this 
area, however, that price does play a part—and a big one. How else could 
you account for that growth? The major brand stations do have certain ad- 
vantages: established public acceptance, proved quality, convenience, greater 
range of service, ete., and because they have those advantages, the stations 
can command a slightly higher price than the average independent can. What 
the major suppliers are finding, I am convinced, is that they can get only a 
slightly higher price. Once the gap between their price and that of the inde- 
pendent competition becomes really substantial, the price consideration out- 
weighs all the other advantages. 


I want to close with that. 

Mr. Roosrverr. Thank you. 

Mr. Masewsk1. I will write you more fully on it. 

Mr. Roosreverr. We will certainly read it: I can assure you that 
every member of the committee who is here and every member who 
is not here will read it. This is a very conscientious committee, both 
individually and collectively; and counsel will read it, of course, I 
assure you, also. 

Then, as I said, if you feel you have other information and would 
like to come before the committee, we will arrange for that in Wash- 
ington. We would appreciate it. 
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Mr. Magewsk1. I could get some time there ? 

You know what I don’t like is just one thing, if I might say so— 
and I am not critical; I think you are doing a great job—ths it. is throw- 
ing out this dirty linen here—through the Government laundry. That 
is what I am objecting to—I would not want to wash it in the Govern- 
ment laundry; 1 would not recognize the clothing when it came out. 

Mr. Roosrvert. Thank you, sir. 

Mr. Masewski. No questions ? 

Mr. Roosrverr. I do not think there are any. 

The commitiee has two groups left here. Unfortunately, the chair- 
man has to leave, but he is turning the chair over to Mr. Brown, 
Before I leave, I want to thank everybody who has cooperated, some: 
times under very diflicult circumstances, in giving as complete te 
record as you have in these 2 days in Chicago. I want to thank Sheriff 
Lohman for his cooperation with this committee, as well as the cus- 
todian of the Federal Building here. 

I say in all sincerity that what Mr. Majewski has just said is indeed 
something we want everybody to feel ; that is, that there is a committee 
of the Congress interested in small-business matters, which is willing 
to come out into the field and try to get firsthand views and opinions 
of the various interested parties in this kind of a distribution problem, 

I want to thank you all very much and at this time turn the chair 
over to Mr. Brown. 

Mr. Masewskr. May I put one correction in the record ¢ 

The price war that was told about here did not occur in 1950. The 
price war that occurred here—I was in the middle of it, and I got 
hurt—there was some testimony that the price war was in the latter 
months of 1950. 

Mr. Brown. When was it? 

Mr. Masewskt. It was in December of 1951, and it lasted through 
until March of 1951; and it was nearly a full year after the Supreme 
Court decision in the Detroit case that was made in January of 1951. 
I wanted to put that in the record. 

Mr. Brown. You mean, 1952? 

Mr. Masewsk1. 1952. Excuse me. 

Mr. Brown. Will the National Oil Jobbers Council representative, 
Mr. Otis Ellis, and the two gentlemen with Mr. Ellis step forward. 

Would you identify yourself for the record ? 

Mr. THompson. My name is Roy J. Thompson. 

Mr. Brown. You are associated with what company ? 

Mr. THompson. Apex Motor Fuel Co. in Chicago, 1401 West North 
Avenue. 

This is my partner, Phillip R. Crippen, Jr., of the same company. 

Mr. Brown. Gentlemen, will you please raise ’ your hands ? 

Do you solemnly swear the testimony you are about to give to this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ¢ 

Mr. TuHomeson. I do. 

Mr. Cripren. I do. 

Mr. Exuts. I do. 
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TESTIMONY OF ROY J. THOMPSON AND PHILIP R. CRIPPEN, APEX 
MOTOR FUEL CO., INC.; ACCOMPANIED BY OTIS ELLIS, REPRE- 
SENTATIVE, NATIONAL OIL JOBBERS COUNCIL 


Mr. Brown. Gentlemen, I do not need to tell you that we are really 
fighting the clock right now. 

“Do you have prepared statements ? 

Mr. Tompson. Yes, we do, Mr. Congressman. 

Mr. Exxis. My name is Otis H. Ellis. I am general counsel for the 
National Oil Jobbers Council, maintaining offices at 1001 Connecti- 
cut Avenue, Washington, D. C. 

I think I can save a little time. At the request of the committee 
and the staff of the committee, we have brought here today repre- 
sentative metropolitan jobbers as well as representative jobbers 
throughout the State, one of whom is from Wisconsin. 

The two gentlemen here are metropolitan jobbers. They have pre- 
pared statements which are so short I think it would save more time 
for them to read them than state them. 

I would like to make one further observation. I have handed to 
Mr. Murray of the committee copies of all of these statements for 
you gentlemen up there. 

Mr. Murray. I have them here. : 

Mr. Extis. Before proceeding with the statements of these two 
gentlemen here, which for the sake of brevity is in the form of a joint 
statement between the two, I would like to state that we had another 
witness, Mr. Clyde O. Lyddon, who is president of the Independent 
Petroleum Marketers Association of the State of Iilinois, represent- 
ing 516 of the 650 jobbers in this State. 

Mr. Lyddon had to return home because of illness last night. I 
have his statement here. I would like to submit it for the record. It 
is not sworn to, but one of these gentlemen, both of whom have been 
past presidents of the association, can swear to it and if necessary 
adopt it as their statement, if that is the way you want it in the 
record. 

Mr. Brown. Suppose after this joint statement is read that a brief 
statement is made prefacing this statement by Mr. Lyddon, and we 
will insert it in the record at that point. 

Mr. Enis. I would like to say, Mr. Chairman, at the request or 
suggestion of your council at a preliminary meeting on Monday, it 
stated that they wanted or would ask for information about any 
funds which the State associations receive from major oil companies. 
We have through telephone obtained the information as best we 
could and incorporated it in Mr. Lyddon’s statement. 

Mr. Necuts. I think that should be submitted for the committee 
file and not for the record. 

Mr. Exuis. I knew of no other way. 

Mr. Brown. If you have no objection to its appearing in the 
record—otherwise, you would not have incorporated it into the state- 
ment. 

Suppose we just let the statement stand as prepared, counsel. 

Mr. THompson. It is very short, Mr. Congressman. 
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Should I repeat my name again? My name is Roy J. Thompson. 
In order to save the committee’s time, my partner, Mr. Philip R. 
Crippen, Jr., and I are appearing jointly to answer such questions 
as we can or to assist the committee in any way possible. 

The two of us own and operate the Apex Motor Fuel Co., Inc., an 
independent oil jobbership, selling the branded products of the Cities 
Service Oil Co. in and around the metropolitan area of Chicago, Tl. 
We do not have an exclusive franchise but operate under what is 
known in the trade as a dual distribution. By this we mean, our sup- 
plier sells their products direct to service stations and others in the 

same area in which we sell. All of the gasoline which we sell is the 
branded product of our supplier. Some of our fuel oil supplies, how- 
ever, are obtained from others. 

Inasmuch as some within the industry have seen fit to bring com- 
plaints to this subcommittee and recommend that legislation be passed 
to regulate or control the marketing of petroleum products in order 
to save the small-business man, I think it might be pertinent if this 
committee knew the history of how my partner and I became petro- 
leum jobbers. 

I started with the Apex Motor Fuel Co. in December 1923, keeping 
records on the company’s service stations, at which time there were 
four. My partner began in September 1926, with the principal duties 
of selling cleaning fluid to drugstores. We grew as the company 
grew. I eventually became vice president, and my partner became 
secretary of the company. 

In August 1954, the two of us, by pooling our assets and utilizing 
the aid of some indulgent bankers, were able to buy out the 40 stock- 
7 acue and take over full control and ownership of the corporation. 

I do not offer this as a success story for our own benefit but solely for 
the purpose of pointing out to this committee that it is possible in this 
country for two boys who started at the bottom to eventually end up 
owning a good petroleum jobbership. 

We own 9 service stations and lease from others 23 service stations, 
all of which are leased or subleased to independent dealers whom we 
supply with branded products. We do not operate service stations 
in competition with our dealers except during a period of dealer turn- 
over where, in order to keep the station open, we will operate with 
salaried personnel until we can obtain another lessee dealer. 

We sell approximately 10 million gallons of home-heating oil per 
year, 90 percent of which we sell direct to the homeowners, the remain- 
ing 10 percent we sell to dealers who purchase from our bulk plants, 
and in turn sell to homeowners. We sell approximately 6 million 
gallons of gasoline per year. 

We also handle approximately 30 million gallons of residual fuel 
oil through our waterway terminal. We have facilities for approxi- 
mately 9 million gallons storage and we own and operate 23 trucks 
and, in addition, utilize the services of contract and charter carriers. 

We received a copy of the letter sent by the chairman of this sub- 
committee to Mr. Otis Ellis, general counsel of the National Oil Job- 
bers Council, wherein certain information was requested. A copy of 
this letter is attached hereto for reference. 
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(The letter hereinabove referred to is as follows:) 
SELECT COMMITTEE ON SMALL BUSINESS 
OF THE HOUSE OF REPRESENTATIVES OF THE UNITED STATES, 
EK1eHty-FirrH CONGRESS, 
Washington, D. C., March 22, 1957. 
Oris H. Exits, Esq., 


General Counsel, National Oil Jobbers Council, 
1001 Connecticut Avenue NW., Washington, D.C. 

DEAR Mr. Extis: This is confirmatory of the request of Subcommittee No. 5 
of the Select Committee on Small Business of the House of Representatives that 
you kindly supply the following information as soon as possible : 

1. A list of complaints that your council received as to any practices detri- 
mental to jobber operations both at the supply and retail levels. 

2. A list of suggested remedies for (1) above. 

5. An expression of views as to the following bills: H. R. 425, H. R. 426, 

H. R. 427, H. R. 428, and H. R. 432. 

t. The names and addresses of jobbers selling at retail in the following cities 
where the subcommittee expects to hold hearings, namely, Washington, D. C.; 
Denver, Colo.; Los Angeles, Calif.; Chicago, Ill.; St. Louis, Mo.; Cleveland, 
Ohio, and Houston, Tex. 

5. The names and addresses of witnesses who could testify regarding the prac- 
tices mentioned in (1) above in the cities where hearings are to be held. 

Your cooperation in furthering the subcommittee with the information herein 
requested will be greatly appreciated. 

Very sincerely yours, 
JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 

Mr. THomeson. We would like to advise the committee that we have 
no complaints or problems other than those which we believe can be 
worked out within the framework of our industry, and we therefore 
do not wish to burden this committee by airing those problems since 
we seek no legislative aid or assistance. We do not wish to say, how- 
ever, that we do not have our problems, because we do every day in 
the week; and we expect to continue to have problems since we know 
of no other way under the American system that a businessman can 
operate in the competitive arena without encountering difficulties. 
We have never had a bed of roses, legislatively or otherwise, and we 
seek none now. As to any remedies for jobber problems, we can only 
suggest that others do as we have attempted to do; that is, to employ 
the use of sweat, initiative, and hard work, plus a willingness to gam- 
ble on our individual abilities to do as good—if not a better job—than 
our competitors. When we fall short of doing this, then we do not 
deserve the privileges of being an independent businessman and cer- 
tainly are unworthy of being held up by statutory crutches. 

As to the divorcement bills which we understand the chairman has 
introduced for the purpose of providing a vocal point of beginning, 
we have this comment to make: This bill, as it is written, would se- 
riously jeopardize our business as it currently operates and it is quite 
possible that we would not be able to meet our obligations and com- 
mitments under a more limited form of operation. 

Both Mr. Crippen and I will be very glad to attempt to answer any 
questions which the committee may have. 

I might add, Mr. Chairman, that in this business between Phil and 
I, we sort of split up the duties; not entirely. Phil handles the gaso- 
line end of it and I handle the fuel oil end of it. So if you direct any 
questions to us, we may have to swing from one end to the other. 

Mr. Brown. You handle the fuel oil end of it? 

Mr. THompson. That is right. 
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Mr. Brown. What is your major source of supply ¢ 

Mr. Tuompson. Are you referring to particularly light fuel oils 
or heavy ? 

Mr. Brown. Do you have different 

Mr. TuHompson. We are on what we call distillate for home use and 
residual for other. 

Mr. Brown. From whom do you buy your residual oil? 

Mr. THomrson. From perhaps 4 or 5 sources, depending. 

I can enumerate them for you. 

Mr. Brown. Are they so-called major oil companies? 

Mr. Tuomrson. Some are and some are not. 

Mr. Brown. In other words, you have never encountered any diffi- 
culty getting all the supplies you wanted ? 

Mr. Tuompson. Yes and no. 

Mr. Brown. When did you have the biggest difficulties ? 

Mr. Tompson. Well, there were times a few years back when we 
could not get all residual fuel we needed, due to a general shortage. 
Of course, during the war, you were limited as to your supply. Low 
water, if we bring it up, in the river of course, knocks down the 
quantity that we can get. 

Mr. Brown. Generally speaking, you have available sources, and 
are there different people trying to sell you supplies of these fuel oils 
from time to time? 

Mr. THompson. Yes. 

Mr. Brown. In other words, you have a bargaining position on the 
security of your supplies? 

Mr. THomeson. Yes. 

Mr. Brown. Now, in the gasoline business—that end of it, Mr. 
Crippen—from whom do you ‘buy your gasoline? 

Mr. Criperen. Cities Service. 

Mr. Brown. The fact that you own 9 service stations and control 
leases on 23 others gives a man a certain feeling of independence and 

security in the business, as far as feeling that he could get other sup- 
plies if he disagreed with his supplier on any given policy y ; does it not, 
Mr. Crippen ? 

Mr. Crrperen. Oh, yes. There are other supplies available. 

Mr. Brown. In other words, if you decided to ch: ange suppliers, you 
have the physical assets of 9 service stations and 23 leases where you 
feel you could change products and still stay in biasinees' is that cor- 
rect ? 

Mr. Tuompson. That is subject to—we have a contract at this time, 
Mr. Chairman. 

Mr. Brown. But in any given point of the expiration of the con- 
tract? 

Mr. THompson. Yes. 

Mr. Brown. What nature of lease is this? A regular service sta- 
tion lease as we have been talking about the last couple of days? 

Mr. Crippen. In general, they vary in concept depending upon the 
individual arrangements. 

Mr. Brown. How long a lease do you give these operators ? 

Mr. Crreren. They vary. In some instances, we help to finance; 
why, the lease there naturally, is extended to the term of the financing; 
and they will run up to 10 years in some instances. 
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Mr. Brown. What particular gasoline do they sell at these sta- 
tions ¢ 

Mr. Crirren. Cities Service. 

Mr. Brown. Only Cities Service ? 

Mr. Cripren. That is all we handle. 

Mr. Brown. You do not sell to any off-brand station, then‘? 

Mr. Crippen. No. 

Mr. Brown. Only handle Cities Service ? 

Mr. Crippen. Yes. 

Mr. Brown. You also are competing with Cities Service in the 
market ¢ 

Mr. Orrpren. Yes. 

Mr. Brown. Don’t they have their own trucks and stations that 
they lease to? 

Mr. Crippen. Yes. 

Mr. Brown. Has there ever been any conflict in price where their 
stations are set up differently than yours? 

Mr. Tuompson. Not that I know of. 

Mr. Crippen. No, it follows a fairly general pattern which, I think, 
was brought out in some of the testimony today. We do not attempt 
to establish any prices. 

Mr. Brown. Do you attempt to suggest any prices? 

Mr. Crippen. Suggest ? 

Mr. Brown. Yes. 

Mr. Crrpren. No. 

Mr. Brown. You make no effort as was pointed out here today to 
keep the dealers informed as to what is happening—as to what you 
might suggest ¢ 

Mr. Crippen. Not from our standpoint, no. 

Mr. Brown. In the divorcement bill, as you know—which we are 
hearing testimony on before this committee here—do you think that 
divorcement bill, if they separate the operations from the regular 
stations, would affect you people ¢ 

Mr. Crippen. Very seriously. 

Mr. Brown. However, you do not have an integrated operation as 
such; you merely job the gasoline ? 

Mr. Crippen. I think, if you will study the wording of the divorce- 
ment bill, we sell both wholesale and retail products. 

Mr. Brown. I have just checked with our counsel here to make sure 
from a legal standpoint. He said the bill as now written would knock 
you out from doing both services; selling to the retail we ice stations 
and doing a jobbing or wholesale business. Of course, I do not have 
to ask you the question, because knocking you out of that business, you 
would not be in favor of it. 

Mr. Tuomrson. If you want me to add to that, Mr. Congressman, 
if we were to have to make a choice, we are like Standard or any in- 
dependent refiner or any other jobber like Majewski. We would have 
to dispose of the service stations or keep them and get out of the whole- 
sale operation. 

Mr. Brown. Your lawyer would probably suggest you set up two 
separate corporations, 

Mr. Tuomeson. If that could be done. We would have to go into 
the wholesale business because that is the biggest portion of our busi- 
ness, naturally. 
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Mr. Brown. Mr. Thompson, 2 or 3 times during these hearings sev- 
eral major oil companies—by “several,” I mean 3 or 4—have ‘stated 
that in these times of increasing cost of doing business, that it is im- 
perative that any company eliminate any unnecessary expense in dis- 
tribution and referred to one of those unnecessary expenses as the 
wholesale jobber; that to eliminate the jobber meant that they could 
distribute petroleum products more economically. 

Now, you do-not anticipate a trend that would pose a serious prob- 
lem for you folks in that respect, do you; or have you seen any signs 
of it or anything? 

Mr. Tompson. I might answer that, Mr. Congressman, by saying 
we have been in the business since actually the company has been 
operating since 1918; and if I had to go back to show you the whole 
history as an independent jobber handling unbranded gasoline for a 
few years and then finally we got to the point where we could not 
compete by advertising with private brands, so we took a brand; and 
in our history, we have had three brands. We have been successful 
all the way down the line and I do not know what the future might 
hold, Mr. Congressman. It might look as a possibility that we in the 
metropolitan areas might not do as well as we have done before, but 
up to now, we have done pretty good. 

Mr. Brown. Have you felt any increase in the wholesale business 
recently in the cost of doing business ? 

Mr. THompson. My answer would be “No.” 

Mr. Netuis. Gentlemen, I think it would be interesting to see how 
the function of the branded jobber fits in with other distributors in 
the industry. Do you go to your suppliers for financing! 

Mr. Tuomrson. Do we, for service station financing ? 

Mr. Netuis. For any branch of your operation at all? 

Mr. THompson. Yes; we do. 

Mr. Netiis. Would you say that was a major part of the financing 
that you seek from time to time, or is - a minor part or what? 

Mr. TuHompson. The major part? TI don’t quite understand. 

Mr. Ne uis. Specifically, suppose you needed $100,000 to do some- 
thing in your business. Would you go to your bank to get it or would 
you go to your supplier to get it or where would you go? 

Mr. THompson. The bank. 

Mr. Newuis. The bank? 

Mr. THompson. Yes. 

Mr. Netuis. Are you fairly successful in obtaining credit from the 
bank for working capital ? 

Mr. Tompson. Yes. 

Mr. Neus. There are times when you make working capital loans 
from the suppliers? 

Mr. Tompson. On occasion; yes. 

Mr. Nexis. You also make service station improvement loans? 

Mr. THompson. Yes. 

Mr. Netiis. So there is a very close tie between you and your sup- 
pliers in financing ? 

Mr. Txompson. In financing ; yes. 

Mr. Nexus. All right. Now, when trouble comes at the retail level 
and the lessees wad” subsidies, am I correct in my statement—and 
there has been testimony on this from other jobbers—that the Cities 








An a 


. 5 


=o 


1e 


ns 


p- 


ve] 
nd 
1es 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 311 


Service Co. would recommend a type of subsidy arrangement that you 
could pass on to your retail lessees; is that a correct statement, Mr. 
Crippen ¢ 

Mr. =e r. Yes. 

Mr. Nexus. What is the split: 80/20 percent ; 75/25 percent ? 

Mr. Crreren. W ell, we have not experienced it in a great number 
of years. We only had one experience. I am trying to recollect 
when thetime was. I think we came out about— 

Mr. THompson. I have forgotten. 

Mr. Crieren. I think around 60 or 65 percent. 

Mr. Netuts. You have been fortunate. You have had no price-war 
problems. But in any event, when trouble comes you look to your 
supplier to supply you with the means to see that your lessees stay in 
business. 

All right. Now, on margin, Mr. Ellis has stated before this com- 
mittee previously —and some of the other jobbers—that recently there 
was negotiated a 314-cent margin for jobbers with major oil com- 
panies. Did you undertake such negotiations personally ? 

Mr. Cripren. Of course, we are constantly hammering, being Na- 
tional Oil Jobbers Council, and through our State association “for a 
greater increase due to higher cost of doing business. As to any nego- 
tiations, we as individuals continuously are “pressuring”—you might 
want to call it—our supplier for increase in margin. 

Mr. THompson. I might add to that we are at them all the time try- 
ing to get increase in our margin because of increased cost of doing 
business all the way down. 

Mr. Newuis. Specifically, do I understand correctly you are now 
functioning on this 314 cent margin that seems to be prevalent every- 
where else ? 

Mr. Cripren. Yes. 

Mr. Neus. That was negotiated, was it not, with major oil com- 
panies ? 

Mr. THompson. That is right. 

Mr. Netuis. Now, in view of your reliance to some extent of finan- 
cing, your reliance to some extent on subsidy, your reliance on margin, 
what I think the committee would be interested in is your views as to 
whether or not those very important factors in your business inhibit 
your indepe ndence to any degree; and, if so, to what degree? 


Mr. Tuomrson. My answer would be no. It does not hinder our 
independence. 


Mr. Netuts. It does not ? 

Mr. Tuompson. No. 

Mr. Nexus. Wouldn’t you be a lot better off if you got all of your 
money from a local bank than from the supplier ? 

Mr. Tuompson. We probably would, but I do not know where you 
would get it. 

Mr. NELLIS. Would you be a lot better off if you did not have to 
subsidize your lessees at the retail level ? 

Mr. THompson. Possibly. 

Mr. Netuis. Wouldn’t you be a lot better off if your margin could 


be set by you rather than by negotiations with your supplier? 
Mr. Tuompson. I would say so. 


Mr. Netuts. I have no other questions. 
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Mr. Brown. Thank you, gentlemen. 

Mr. Euuis. I believe you wanted at this point Mr. Lyddon’s state- 
ment made a part of the record ? 

Mr. Brown. Yes. 

Mr. Exuis. Mr. Crippen, as past president of the association can 
include under his oath this statement made herein. 

Mr. Brown. Without objection, it will be made a part of the record 


at this point. 
(The matter referred to is as follows:) 


STATEMENT OF CLYDE 0. Lyppon, CurcaGo, ILL., May 1, 1957 


My name is Clyde O. Lyddon, of 1102 Kilburn Avenue, Rockford, ill. I am 
secretary and controller of the Smith Oil Co., a jobber, located in Rockford, 
Ill., and I am appearing here in the capacity of president of the Illinois Petro- 
leum Marketers Association. 

Our association has a membership of approximately 516 active working jobbers 
in the State of Illinois and, in addition, we have an associate (nonvoting) mem- 
bership of approximately 97, made up of equipment companies and allied in- 
dustries, brokers of petroleum products and integrated and nonintegrated sup- 
pliers. There is a total of approximately 650 jobbers in the State of Illinois. 

Under date of March 26, 1957, Otis H. Ellis, general counsel of the National 
Oil Jobbers Council, transmitted to me a letter wherein he advised of this 
subcommittee proposed hearing and, in addition thereto, requested that each 
member association review an attached letter from the subcommittee for the 
purpose of supplying him with the information requested therein. A copy of 
Mr. Ellis’ letter, as well as the letter from the chairman of this subcommittee, 
was in turn transmitted by me on April 1 to all of the members of our association. 
Copies of all of this correspondence is attached hereto as an exhibit to this 
statement. 

To date, I have received no response from any of our members indicating a 
desire to bring any complaints which they may have to the attention of this 
subcommittee. Since neither the executive committee or our association has 
met since receiving this letter, I am not in a position to officially advise you 
of our attitude or position on the five bills introduced by Congressman Roosevelt. 
We hope to be able to take action on these proposals at the next meeting of our 
executive committee in June, at which time we will advise the committee of 
our action, and we would appreciate those views being incorporated in the 
record of your hearings at that time. 

On Monday, in a preliminary discussion with your general counsel, we were 
advised that you wanted information as to what portion of the association’s in- 
come was derived from major oil companies, or similar sources, as distinguished 
from the dues received from active jobber members. I have talked with our 
oflice in Springfield, Il)., and they have supplied me with the following informa- 
tion: 


Active membership is divided into 3 groups: 
Active: 
Gasoline jobbers 
Fuel oil jobbers and dealers associate 


Schedule is as follows—Gasoline jobbers: 


Less than 100,000 gallons a year___________------__-- ee aes $15 
100,000 to 200,000 gallons a year____--~-__- died uae 2 ; 20 
200,000 to 300,000 gallons a year____----_-_- bb bls tlehn oerla upent Liss 25 
a a i temic tiermreisi ape ahetalee 30 
400,000 to 500,000 gallons a year_____-______--- Ee Se hoo tet 35 
500,000 to 600,000 gallons a year______. a a : : ; 40 
600,000 to 700,000 gallons a year____--___-_--___.___-_- : 45 
700,000 to 800,000 gallons a year____ = Eth cles eet ae ESS nO 
800,000 to 900,000 gallons a year_________-______ ss a , nN 
900,000 to 1,000,000 gallons a year____- srs Mice tas of ae 60 
Thereafter each million gallons or fraction thereof (additional) _—__—_ 10 
20,000,000 gallons and over (maximum) : oe Li 250 


Twenty percent is added for National Oil Jobber Council’s dues on a voluntary 


basis. 
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Scheduled is as follows—Fuel oil jobbers and dealers : 


SOG OGD tn Se GN Fi i i ie tc enemies $25 
1,000,000 to 3,000,000 gallons a year... .~~~- 2 6 6 en 40 
3.000.000. to D.OGR 00S gallong 6. BOGP A. ccmcewsisensen nanhenmimmastntiia 60 
5.006.000 to. T.G0gcue mnucns @ year... noc meetaneeten 75 
7.00000 G6 IOUE GU CRE sscccccatbeitiiik Gein Anke aerieeh neni 100 


Twenty percent is added for NOJC dues on a voluntary basis. 

Total active members, 516. ; 

Total dues paid as of April 29, 1957, $30,192. 

All active member dues for the fiscal year have been paid with the exception 
of $1,830. 

Nore.—Fiscal year runs from December 1 to November 30. 


Associates members : 


MiewORRIEL .. S06 cs carnswinm nninonnitinnaieiiammumaannnmmninlamd 97 
Dues schedule: 
Equipment companies and allied industries___..__.___-~-~-~~-- $25. 00 
Brokers CL DACP WOO RC I oo sncipiiemetindintine wep inlined 50. 00 
A VIIIAO EE. 1 906 TOIT ING Beis cciscieeecisin eta eiiee erdniedhcinretag ign 75. 00 
ee. CARI ag tne ee cts specie annem nisin erento 100. 00 
Total membership dues collected as of Apr. 29, 1957__------------- 4, 476. 28 


All associate members’ dues for the fiscal year have been paid with the 
exception of $325. 

From what I have read in the press, it appears there are some who labor under 
the impression that jobber organizations are subsidized and dominated by major 
oil companies. I wish to categorically deny any such accusations or inferences 
as far as the Illinois Petroleum Marketers Association is concerned. Our 
associate members have no voting privileges, do not attend our business sessions, 
and about the most they receive for their dues is the privilege of socializing with 
jobbers who attend our annual meetings as well as attending our social func- 
tions. There has never been any secret about our associate membership—as a 
matter of fact, the names of our associate members are published every month 
in our monthly magazine for one and all to see. I submit a copy of our magazine 
for your records and you will note the listings on pages 18 and 19 thereof. No 
major oil company, or any group of them, dominates or controls our policy or 
our position. 

If there are any further questions which your committee wishes to ask in 
regard to our operations and sources of income, or our methods of procedure, I 
will be most happy to answer them. 

It is our belief that your subcommittee can perform a most valuable assistance 
to industry marketers by holding objective hearings seeking out the true facts 
and permitting the chips to fall where they will. 


ILLINOIS PETROLEUM MARKETERS ASSOCIATION 
SPRINGFIELD, ILL. 


To all Members of the Illinois Petroleum Marketers Association. 


DEAR MEMBER: We are enclosing a copy of a letter received from the National 
Oil Jobbers Council, and also a copy of the letter sent to Mr. Otis H. Ellis, general 
counsel, from James Roosevelt, chairman, Subcommittee No. 5. It is extremely 
important that you read and digest the contents very thoroughly. 

Following this, if it is your desire to appear as a witness before the subcom- 
mittee in Chicago on Tuesday, April 30, and Wednesday, May 1, to register 
any complaints, kindly advise this office. 

We will then make arrangements for you to be heard by the subcommittee 
in Chicago. 

Yours very truly, 
ILLINOIS PETROLEUM MARKETERS ASSOCIATION, 
By Mr. Crype O. Lyppon, President. 
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(True copy of original] 
Marcu 26, 1957. 
To Officers and Directors of NOJC and its member associations: 

The following is a most important communication requiring the most prompt 
response possible : 

A subcommittee, of the House of Representatives Small Business Committee, 
under the chairmanship of Congressman Roosevelt, has announced the beginning 
of a series of public hearings to be held in the following cities on the following 
dates : 


Washington, D. C_- ees atte 24 See SERRE Cainer tegees aes aeenes Apr. 11, 12, and 13, 1957 


I i clea ia sie weapon De. 16, Ti 
aE I NN ngs Bs ee sravah eachnigeve tesco arabes Seterteen _._. Apr. 24, 25 and 26, 1957 
IN das enc seis ose er vg 
I I as eitenep nn rence nreremennasniaeese __. May 13, 1957 
RS ana a ee Laem eree  eT 
A, I to ee ee dee May 25, 1957 


A preliminary industry conference was held by this subcommittee on March 
21-22, 1957, wherein the cooperation of the National Oil Jobbers Council and its 
member associations was requested to assist the subcommittee in supplying 
witnesses who would testify at these hearings as to complaint about practices 
and procedures in petroleum marketing which jobbers felt were adverse to their 
best interests. More specifically, the subcommittee addressed to me a letter, 
dated March 22, outlining the information they wanted from my office as soon as 
possible. A copy of this letter is attached hereto. ; 

It should be pointed out that neither this office nor the officers of the council 
sought these hearings—to the contrary, the hearings are seeking, if not de- 
manding, us. I have tried to explain to the subcommittee and its staff that our 
methods of procedure on matters of policy (particularly as to the bills referred 
to in item 3 of the subcommittee letter) are such that in order to establish policy 
positions, it will be necessary to obtain the views of the respective member 
associations, aud that this requires more time than that currently allotted. I 
have attempted to explain that before the president of a member association, 
or a director from that association, binds his organization to any policy, the 
usual procedure is to obtain authority either from the State association member- 
ship or the board of directors of that association. I have further advised the 
subcommittee that we will endeavor to supply them with witnesses for hearings 
in those States where we have jobber associations either in that State or in 
nearby States, but I have pointed out that we do not have the authority to use 
a pistol to produce such witnesses. I have also pointed out that jobbers, in 
general, were quite willing to discuss their complaints either with me or as 
between themselves in the council, but that many of them would be reluctant to 
carry those complaints to a congressional committee until every possible effort 
had been exhausted to cure the problem within the industry. Despite these 
explanations on my part, both the chairman of the subcommittee and its special 
council have advised that unless I am able to comply with their request volun- 
tarily, they will then proceed to issue subpenas for jobbers in these areas where 
hearings will be held, requiring such jobbers to bring in their own contracts 
with their respective suppliers as well as respond to other questions from the 
subcommittee. 

In brief, the situation with which I am faced is that I have the alternative of 
supplying them with information and witnesses under a time schedule that I do 
not believe I can meet, or on the other hand see my jobbers subpenaed before 
this subcommittee. It is therefore, imperative that you give me every assistance 
possible in meeting the demands of the subcommittee, as promptly as you can do 
SO, 

It is my request that each member association review carefully the attached 
letter from the subcommittee and supply me with the information requested 
therein, pertaining to your own area. I will discuss briefly these items in their 
order : 

1. Many of you recall complaints from jobbers about inadequacy of contracts, 
low margins, competition of cutthroat unbranded retailers, loss of commercial 
consumer accounts, complaints as to major companies subsidizing marketing 
operations, price wars, unfair competition of post exchange service stations, the 
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practice of some supplying companies selling to unbranded retailers, some of 
whom in turn sell at such low prices as to lessen competition for the same sup- 
pliers’ branded jobbers and retailers, unfair competition of cooperatives, the 
practice of some suppliers going to direct operation to the exclusion of utilizing 
jobbers, confiscatory Federal and State taxes (particularly income and Federal 
gasoline tax levy), and many other complaints. The subcommittee does not want 
generalized information, but instead wants statements of specific examples to 
support each and every complaint. 

2. The subcommittee wants suggestions for remedies for any complaints which 
you list in (1) above, whether such remedies are for legislative relief or sug- 
gestions as to what the industry might do to cure the ailment. 

3. The subcommittee has listed five bills on which they want an expression of 
views. I will very briefly explain the substance of each. 

H. R. 425 


This bill provides that when any producer (this by definition in the bill in- 
cludes a jobber) fails to act “in good faith” in (1) performing or complying with 
any of the terms or provisions of the franchise, or (2) in terminating, canceling, 
or not renewing the franchise with a dealer, the dealer may bring suit to recover 
damages sustained. “Good faith” is defined as meaning the duty of each party 
“to act in a fair and equitable manner toward each other so as to guarantee the 
one party freedom from coercion, intimidation, or threats of coercion or intimi- 
dation from the other party.” As to what would be construed as “fair and equit- 
able,” God only knows—lI don’t. Remember, this means the dealer can sue you 
as jobbers, so think carefully before arriving at your decision on this one. 

H. R. 426 


This is the Roosevelt divorcement bill which is the same as was acted upon 
at the council meeting last November, at which time you voted to oppose this 
legislation. This bill would in substance require that no wholesaler of gasoline 
or other petroleum products could engage in retailing gasoline or other petroleum 
products (this would include fuel oil), nor could such wholesaler “own, operate, 
or lease to or from any person a retail gasoline station after January 1, 1961” 
and further would prohibit such wholesaler from accepting any commission, 
compensation, or payment for the selling of tires, batteries, and accessories. In 
brief, you jobbers would be limited to wholesaling of petroleum products. 


[True copy of a copy from Otis Ellis to James Roosevelt's letter] 


SELECT COM MITTEE OF SMALL BUSINESS OF THE 
HovsE OF REPRESENTATIVES OF THE UNITED STATES, 
Washington, D. C., March 22, 1957. 
Oris H. Exvis, Esq., 
General Counsel, National Oil Jobbers Council, 
Washington, D.C. 

Dear Mr. Evxiis: This is confirmatory of the request of Subcommittee No 5 
of the Select Committee on Small Business of the House of Representatives 
that you kindly supply the following information as soon as possible: 

1. A list of complaints that your council received as to any practices detri- 
mental to jobber operations both at the supply and retail levels. 

2. A list of suggested remedies for (1) above. 

3. An expression of views as to the following bills: H. R. 425, 426, 427, 428, 
and 482, 

4. The names and addresses of jobbers selling at retail in the following cities 
where the subcommittee expects to hold hearings, namely, Washington, D. C., 
Denver, Colo., Los Angeles, Calif., Chicago, Ill., St. Louis, Mo., Cleveland, Ohio, 
and Houston, Tex. 

5. The names and addresses of witnesses who could testify regarding the 
practices mentioned in (1) above in the cities where hearings are to be held. 

Your cooperation in furthering the subcommittee with the information herein 
requested will be greatly appreciated. 

Very sincerely yours, 


JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 
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H.R, 427 

This bill would in substance require that no consent judgment, decree, or 
order, in any proceeding brought under the antitrust laws could become final 
until after such judgment has been published in the Federal Register or by the 
Federal Trade Commission, and made open to public inspection for a period 
of 30 days. In my judgment, this bill has some merit because it would give 
parties who might be indirectly affected by such decree an opportunity to take 
exception to the judgment or, of more consequence, to see the record on which 
the judgment was made—such record in many instances being buried and not 
subject to public review. 


H, R, 428 

This bill in substance states that no producer (which under the definition 
would include a jobber) who sells gasoline or petroleum products at wholesale 
for ultimate resale at retail can receive any commission, compensation, or pay- 
ment because of the sale of tires, batteries, or accessories. In brief, this one 
would divorce the major oil companies as well as the jobber from engaging in 
wholesale distribution of TBA or receiving override commissions for the sale 
of same. 


H. R. 432 

This in substance provides that any person threatened with loss or damage 
by violation of the antitrust laws, may ask for injunctive relief against this 
threatened conduct, and if such relief is granted, the plaintiff can recover from 
defendant reasonable attorney’s fees and the cost of the injunctive suit. This 
one is appealing on its face but could possibly subject some jobbers and many 
supplying companies to harassing injunction suits. In my judgment, the poten- 
tials of this one will have to be explored considerably before a final determination 
is made. 

It should be pointed out that at the conference, above referred to, the chairman 
of the subcommittee intimated that in all of these bills wherein the word 
“producer” included jobbers, it might be possible to exclude jobbers from the 
provisions thereof, thus making the laws applicable only to those who actually 
produce the product as distinguished from those who may be wholesalers and 
engage in transporting the product or otherwise acting as jobbers. In responding 
to request (3), I would like for you to advise me as to (1) the views of your 
respective associations on the bills as written, and (2) the views of your asso- 
ciation on the bills if jobbers were excluded from the provisions of such bills, 
particularly H. R. 425, H. R. 426, and H. R. 428. 

4. The subcommittee wants the names and addresses of jobbers selling at 
retail in the cities wherein the subcommittee expects to hold hearings (see above). 
By “jobbers selling at retail,’ the subcommittee does not mean those jobbers 
who are primarily wholesalers but engage in some retail operations, but they 
refer principally to those jobbers who in reality sell only at retail, usually 
through their own unbranded or private-brand stations. This would include 
such organizations as Hudson’s Martin, Spur, and so forth. 

5. The subcommittee wants the names and addresses of jobber witnesses who 
could and would testify regarding the practices mentioned in (1) above in the 
cities where these hearings are to be held. 

It is my suggestion that you immediately publicize your respective members as 
to what the subcommittee is seeking, ask that these members transmit to your 
respective secretaries their complaints, together with specific examples support- 
ing the complaints, such examples to contain names, addresses, dates, prices, 
and so forth. I repeat again, the subcommittee is not interested in a mass 
of generalized “bellyaches” unless those “bellyaches” are supported with con- 
crete, factual examples. 

I am not unmindful that I am passing on to you an extremely big order. 
i am well aware that it will be impossible for many of you to comply with this 
request within a short period of time. In order, however, to relieve me of the 
embarrassing situation of being charged with noncooperation, it is requested 
that you respond to as much of the foregoing as you can immediately and in this 
response, advise me as to whether or when you will be in a position to respond 
to the remainder of the request. With this information at hand, I can at least 
show good faith to the subcommittee and then if they see fit to resort to the 
utilization of subpenas while we are attempting to cooperate, then we will take 
such action as we deem appropriate in the face of such a situation. 

Otis H. Evxis, General Counsel. 
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Attachments: Letter from Congressman Roosevelt; H. R. 425, 426, 427, 428, 
and 432. 

P. S.—We only have a limited supply of copies of the bills referred to. If you 
do not receive a copy, contact the president of your association or the member 
of your association who is a director of NOJC. These will each get copies of the 
bills. 

Carbon copy: Congressman James Roosevelt. 


{The Oil Can, March 1957] 


Buyers’ GUIDE 


The firms listed are associate members of the Illinois Petroleum Marketers 
Association. Names in indented type are their sales representatives. When 
you are in the market for anything in their line of merchandising they are de- 
serving of your preferred consideration. Learn to know their salesmen also. 


MARKETERS, COMPOUNDERS, REFINERS, CARLOAD 


Acme Petroleum Co., 38 South Dearborn, Chicago 3, II. 
Carl Beroth and Everett Beroth 
American-Mexican Petroleum Corp., 6 North Michigan, Chicago 2, Il. 
M. W. Prellberg and E. J. Freeman 
Anderson-Pritchard Oil Corp., Liberty Bank Building, Oklahoma City 2, Okla. 
John Mayhall, civ. manager, VF W Building, 34th and Broadway, Kansas 
City Mo. 
Apex Oil Co., 2 South Brentwood, St. Louis 5, Mo. 
Charles W. Mintz, president; I. H. Mintz, treasurer; E. F. Ogle, secretary. 
Ashland Oil and Refining Co., Ashland, Ky. 
Chicago division: 6 North Michigan Avenue, Robert T. McCowan, manager, 
St. Louis division: Dan Hartnett, manager, 528 Henry St., Alton, II1. 
W. H. Barber Co., 3650 South Homan Avenue, Chicago, Il. 
T. R. Jenkins, vice president; Robt. Atkins and Roy McGee, Chicago; I. E. 
Swensrud, Galesburg, III. 
The Battenfeld Grease & Oil Corp., Kansas City, Mo. 
Robert M. Williamson, sales representative. 
Bodie-Hoover Petroleum Corp., 3900 West 38th Street, Chicago 32, III. 
R. L. Hoover and Edw. Huegel. 
Calumet Refining Co., 4323 South Western Boulevard, Chicago 9, III. 
R. Lewis, 4800 North Clarendon, Chicago 13; H. E. Ward, Box 163 G, Home- 
wood, Ill.; R. B. Johnson, 14235 Lincoln Avenue, Dolton, Ll. 
Carson Petroleum Co., 600 South Michigan, Chicago, IL. 
Al Krueger and C. W. Ephgrave. 
Centralia Petroleum Co., Box 506, Centralia, Il. 
Chas. Behnen, president; F. J. Phee, vice president 
Cities Service Oil Co., 20 North Wacker Drive, Chicago 6, III. 
H. H. Elder, division manager, Box 837, Bloomington, Il. 
J. M. Ross, division manager, 3200 South Western Avenue, Chicago &,. 
E. C. Steffy, wholesale manager, 20 North Wacker, Chicago 6. 
Chas. Self, regional manager, 20 North Wacker, Chicago 6. 
Clark Oil & Ref. Co., 8530 West National Avenue, Milwaukee 14, Wis. 
Continental Oil Co., 400 West Madison, Chicago 6, III. 
H. B. Hardy, Box 652, 43 South Drive, Deeatur, Ill. 
V. J. Masso, 1860 Laurel, Kankakee, III. 
H. R. Seloover, 1301 West Belden Avenue, Chicago. 
J. W. Stephens, 62 Ridge Road, Centralia, Ill. 
Donald Sund, 921 Memorial Drive, Macomb, III. 
John Coltman, 1301 West Belden Avenue, Chicago. 
A. B. Floria, 832 Brinton Ave, Dixon, III. 
W. P. Kelsall, 212 North Second, Effingham, III. 
D-X Sunray Oil Co., Box 298, Terre Haute, Ind. 
C. W. Dixon, district manager, district sales, Box 298, Terre Haute. 
©. H. Sisk, Box 200, Belleville, Ill. 
C. E. Neddo, 14th and McDowell Avenue, Vincennes, Ind. 
BE. H. Contanz, Box 514, Peoria, Ill. 
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D-X Sunray Oil Co., 310 South Michigan, Chicago, I. 

J. E. Martin, division manager. 

R. B. Collins, 341 Larch Avenue, Elmhurst, III. 

F. A. Cain, 310 South Michigan, Chicago 4. 

Lake Shore Oil Co., 5334 West 65th Street, Chicago 38, III. 
Deep Rock Division, Kerr-McGee Oil Industries, Inc., 332 South Michigan, Chicago 
4, Ill. 

H. F. Carney, district sales manager; S. A. Gunness, assistant manager, 
lubricating oil sales; C. W. Novak, industrial sales representative; A. W. 
Schellin, office manager; E. K. Ballard, specification representative; H. G. 
Plane, sepecification representative ; T. J. Barrett, 8119 Ellis Ave., Chicago ; 
Wayne B. Jenks, 3205 Saxony Road, Springfield, Ill.; C. T. Shelby, 2519 
Kendall Avenue, Madison, Wis. 

Drake Petroleum Co., 6531 North Pulaski Road, Chicago 30, Il. 
Elk Refining Co., Post Office Box 1033, Charleston 24, W. Va. 
R. D. Lowe, vice president of sales. 
Roy L. Zinger, sales representative. 
Ethyl Corp., 332 South Michigan Avenue, Chicago 4, Il. 
George W. Rose, district manager. 
General Petroleum Co., 38 South Dearborn Street, Chicago 6, II. 
Great Lakes Petroleum Co., 435 North Michigan Avenue, Chicago, Il. 
Gulf Oil Corp., 200 North Michigan Avenue, Chicago, Il. 

R. N. Mullin, division general manager; L. S. Auerbach, division manager, 
retail and jobber sales (eastern division) ; G. F. Kurtz, sales representa- 
tive. 

The Gutafson Oil Co., 624 South Michigan Avenue, Chicago 5, Il. 

D. G. Gustafson, president; D. R. Forsberg, vice president, 1035 Lundvall, 
Rockford, Ill.; G. F. Tripp, vice president, sales. M. V. Johnson, repre- 
sentative. 

Hughes Oil Co., 121 West Wacker, Chicago, Il. 
Illinois Oil Products, Inc., 24th and 4th Avenue, Rock Island, IIl. 

G. H. King, 2501 12th Street, Rock Island, Ill.; J. A. Welch, 4005 25th Street, 
Rock Island, Ill.; Charles A. Grissom, Woodhull, II. 

Lake River Terminals, Inc., 5005 South Harlem Avenue, Berwyn, III. 
The Ohio Oil Co., Box 241, Robinson, Il. 

Wholesale sales department—F. G Shepard, 2633 Fifth Street, Peru., IL; 
L. B. Baker, 1721 Sunset Drive, Peru, Tll.: 1. N. H*'l. Robinson, Ill.; R. H. 
Marbry, Robinson, Ill., retail sales department—J. P. Hughes, Robinson, 
Til. 

George N. Olson, 624 South Michigan Avenue, Chicago, Tl. 
Penn-O-Tex Oil Corp., Box 128, Bettendorf, Iowa 
Petroleum Chemicals Co., Danville, Ill. 


Joe Swift and J. H. Garvey, Danville, Ill.: W. L. MacArthur, Danville, II. 


Petroleum Exchange Co., 8 South Michigan Avenue, Chicago, Il. 
Petroleum Terminals, Inc., 332 South Michigan, Chicago 4, Ill. 
Petromotive Equipment Associates, 6642 North Clark, Chicago, II. 
Phillips Petroleum Co., Bartlesville, Okla. 
W. R. Johnson, 4251 Lindell Boulevard, St. Louis 8, Mo. 
N. S. Moon, 7 South Dearborn, Chicago, Tl. 
The Pure Oil Co., 35 East Wacker Drive, Chicago, Ill. 
C. L. Mink, division manager. 
Pyke Petroleum Co., 624 South Michigan, Chicago, Il]. 
J. G. Pyke. 
Quaker State Oil Refining Corp.. Oil City, Pa. 
Refiners Petroleum Co., 332 South Michigan, Chicago 4, II. 
Fred A. Schaef r. 
River States Oil Co., 524 Davis Street, Evanston. I. 
Frank R. MeCraken. 
Rabjohns Properties, 4201 Fourth Street, Moline, Il. 
Shell Oil Co., 624 South Michigan, Chicago, Il. 
H. J. Underwood, division manager. 
Simpson Oil Co., Inc., Charleston, Mo 
Sinclair Refining Co., Wholesale Sales, 155 North Wacker Drive, Chicago, I. 
Skandia Coal & Lumber Co., 708 Seventh Street, Rockford, Tl. 
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Skelly Oil Co., 3639 South Ashland Avenue, Chicago 9, II. 

D. R. Luke, division manager, 3639 South Ashland Avenue, Chicago 9; H. T. 
Palmer, assistant division manager; U. L. Doyle, assistant division man- 
ager; H. A. Tucker, 810 East Gordon Place, Effingham, Ill.; F. Stanke, 
1727 31st Street, Kenosha, Wis.; F. Jastremski, 203 Melvin, Washington, 
Ill.; Don Booz, 945 South Second Street, Springfield, Tl. 

J. D. Streett & Co., Inc., Park Avenue at 41st Street, St. Louis, Mo. 

Wm. Ferguson, 5500 Chippewa, St. Louis, Mo.; L. Pulliam, 8124 Madison 
Avenue, Vinita Park, Mo.; G. Shoaff, 609 North Bridge, Carbondale, II1. ; 
P. P. O’Dea, 130 East Sarah, Kirkwood, Mo. 

Sun Oil Co., 310 South Michigan, Chicago, Il. 
Swan-Finch Oil Corp., 5849 West 66th Street, Chicago, Il. 
The Texas Co., 332 South Michigan, Chicago, Il. 
Tidewater Oil Co., 230 North Michigan, Chicago, Il. 

R. V. May, manager; F. B. Harrison, assistant manager; W. E. Frederick- 
son, 108 East John Street, Champaign; C. G. Atkins, 107 Hickory Street, 
Jerseyville; A. E. DeFratis, Elks Club, Springfield; M. D. Archambeau, 
2308 Auburn Street, Rockford; Alan 8S. Vredenburgh, 18642 Gottschalk 
Avenue, Homewood; M. C. Compton, 104 St. Philomena Court, Peoria, 
Til. 

Transamerican Petroleum Corp., 3588 Archer Avenue, Chicago, Il. 

Refinery: St. Elmo, Il. 

Transcentral Oil Corp., 600 South Michigan, Chicago, I11. 
Marine Terminal, Lemont, Il. 
Tri-O-Lene Oil Co., 6265 West 66th Place, Chicago, Il. 

A. O’Blasny, 148 South Cuyler Avenue, Oak Park, Ill.; W. P. Gallagher, 

8107 South Paulina Avenue, Chicago, Ill. 
United Oil Co., P. O. Box 338, Cape Girardeau, Mo. 
Universal Petroleum Co., National Bank of Tulsa, Tulsa, Okla. 
Valley States Oils, Inc., 648 Riverside Drive, Memphis, Tenn. 
Western Oil & Fuel Co., 332 South Michigan Avenue, Chicago, Il. 
Saas Refiners Exchange Co., 118 South York Street, Elmhurst, Il. 


SUPPLY AND EQUIPMENT MANUFACTURERS 


Airtherm Manufacturing Co., 700 South Spring Avenue, St. Louis, Mo. 
Amco Corp., 1220 Randolph Street, Chicago, II. 

Ralph W. Lohse, division manager; J. A. Bell, manager of sales. 

W. W. Barnhart Petroleum Equipment & Maintenance, 106 West Lincoln, Paris, 
Til. 
Bennett Pump Division, John Wood Co., 332 South Michigan, Chicago, Il. 

Gary Garrett, manager, central district; H. Ramsay, sales representative ; 
B. Waldeck, sales supervisor; K. Johnson, assistant manager. 

Bowser, Inc., 1335 West Randolph Street, Chicago, I. 

FE. D. Kirk, regional administrator; F. E. Dolezal; C. H. Chapman. 

sutler Manufacturing Co., 7400 East 13th Street, Kansas City, Mo. 

R. N. Cummings, 1542 Altgeld Street, Chicago; D. C. Collins, 8135 Vernon, 
Chicago; C. W. Hull, Box 111, Morton; R. F. Lambert, 624 South Michi- 
gan, Chicago. 

Caldwell Oil Equipment Co., 820 Piatt Avenue, Mattoon, IL. 
Certified Equipment & Manufacturing Co., Box 298, Springfield, I1l.—tanks. 

K. C. Schultz, J. E. Slaughter, Larry Miniken, V. E. Meyer, Springfield; 
J. KE. Downing, Jr., Box 808, Decatur. 

Erie Meter Systems, Inc., Erie, Pa. 

ID). M. Singleton, division manager, W. R. Townsley, assistant division man- 
ager, 332 South Michigan, Chicago; Downey Equipment Sales & Service 
Co, 2005 Locust, St. Louis, Mo.; Midtown Equipment Sales, 9919 Aber- 
deen, Chicago; Mosbeck Oil Equipment Co., 1532 East 75th, Chicago; 
Van Praag Equipment & Manufacturing Co., Inc., 810 Pershing Road, 
Decatur, Ill. 

Howard E. Gibson Co., 566 West Randolph Street, Chicago, Il. 
Gilbert & Barker Manufacturing Co., 600 South Michigan, Chicago, IIL. 

EK. J. Walters, division manager. 

P. R. Girard & Son, 327 South La Salle Street, Chicago, Il. 

Representing: Champion Air Compressors, Globe Auto Hoists, Wheaton 

Brass Works. 
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Graver Tank & Manufacturing Co., 4809 Todd Avenue, East Chicago, Ind. 

Chicago office: McCormick Building, 332 South Michigan Avenue. 

Mid-South Steel Products, Inc., 1500 Hill Street, Cape Girardeau, Mo. 
Modern Welding Co., Inc., 1500 East 12th Street, Owensboro, Ky. 

©, C. Wells, vice president, sales; R. Bartlett, sales representative, 2818 
Mount Pleasant Road, Burlington, Iowa; R. Johnson, sales representative, 
72 Waldo Street, Newark, Ohio; R. French, sales representative, 1500 East 
12th Street, Owensboro, Ky. 

Morrison Bros. Co., Dubuque, Iowa. 

W. W. Dauner, sales manager; John Glaser, Illinois sales representative, 
Dubuque, Iowa. 

Petromotive Equipment Associates, 6642 North Clark Street, Chicago, III. 

W. J, Cassel, Chicago, area sales manager; Morris Abrams, midwestern re- 
gional manager; R. A. Weil. 

Plewke Equipment Co., 1746 West Madison Street, Chicago, Ill. 
Progress Manufacturing Co., Arthur, Ill. 

O. F. Beals, sales manager; C. E. Arganbright, assistant sales manager ; 
Bob Fustin, Box 612, Arthur, Ill.; J. B. Schooley, Mattoon, Ill.; Alex 
Summers, Mattoon, III. 

Riley Bros., Inc., Burlington, Iowa 

C. E. Bowers, 908 Behrends Avenue, Peoria; R. G. Vasquez, 1241 Sesom 
Drive, Decatur ; H. J. Hauser, 1101 South Seventh, Burlington, lowa; M. lL. 
Mest, 2160 University Avenue, Dubuque, Iowa. 

Service Equipment Sales Co., 618 May Street, Elgin, III. 
The Siegler Corp., Centralia, Il. 
The Tokheim Corp., Fort Wayne, Ind. 

F. G. Smith, Chicago, district manager, C. L. Mitchell, assistant district man- 
ager, 947 McCormick Building; Paul Soltesz, district manager, 4030 Chou- 
teau Avenue, St. Louis, Mo. 

Van Praag Equipment & Manufacturing Co., Inc., Box 990, Decatur, Il. 

Sol Van Praag, Sr., and Sol Van Praag, Jr. 

The Wayne Pump Co., Fort Wayne, Ind. 

H. B. Harden, regional manager, 332 South Michigan, Chicago; W. R. Kling- 
ler, regional manager, Kansas City division, 6 East 11th, Mo.; W. M. 
LoVellete, distributor, 5083 Veneman, St. Louis, Mo. 

John Wood Co., Muskegon, Mich. 


PETROLEUM REAL ESTATE SERVICE 
Federated Petroleum Services, Inc., 3230 University Avenue, Madison, Wis. 
TRANSPORTERS 


Illinois Ruan Transport Corp., 205 Old St. Louis Road, Wood River, Ill. 
Kaney Transportation, Inc., Box 12, Freeport, Iil. 
Kreider Truck Service, Inc., 8003 Collinsville Road, East St. Louis, Tl. 
R. K. O. Transport Service, 208 Bolivia Street, Bartonville, Ill. 
J.O. Schumacher Transports, Pinckneyville, Ill. 
J. O. Schumacher. 
Stahly Cartage Co., 140A North Main Street, Edwardsville, Ill. 
Zibert Trucking, Box 65, Peru, Ill. 


ILLINOIS REFINERS 


Advance Refining Co., Inc., Box 407, Centralia, Il. 
Milo Taxman, sales manager 
Berry Refining Co., 400 West Madison, Chicago, IIl. 
The Globe Oil & Refining Co., 59 Past Van Buren Street, Chicago, III. 

Mr. Brown. Mr. Ellis, in the interest of time, let me ask you briefly : 
You sat around here patiently, and we appreciate it. Could you con- 
centrate on just the points that might not have been cov ered by the 
two metropolitan jobbers? 

Or let me ask you this: Is it essentially the same testimony 4 

Mr. Exits. These are different type jobbers. _ 

Mr. Brown. Allright. Let us listen and hear it. 
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Mr. Ex1is. Mr. Chairman, we have tried to provide a variety of 
types so you can get a cross-section view of the different types. 

Mr. Brown. That is good. 

Will you state your name and address for the record and the 
companies you operate ¢ 

Mr. Hester. F. Richard Hester. My address is 601 North Wau- 
kegan Road, McHenry, Il. I own and operate Hester Oil Co. 

Mr. Drexman. My name is J. H. Diekman, coowner and manager of 
Midwest Oil Co., Peoria, Ill. 

Mr. Frrzceratp. My name is James F. Fitzgerald, 684 North 
Parker Drive, Janesville, Wis. I am a partner with Fred B. Weber 
in the F—-W Oil Co., Inc., Janesville, Wis. 

Mr. Brown. Will you, gentlemen, raise your right hands. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Hester. I do. 

Mr. Drexmany. I do. 

Mr. Firzerraxp. I do. 


TESTIMONY OF F. RICHARD HESTER, OWNER-OPERATOR OF 
HESTER OIL CO. 


Mr. Hester. I have a prepared statement which I will read. I may 
be unique in that this is a different type of operation. 

My name is F. Richard Hester, of 601 Waukegan Road, McHenry, 
[1]. Town and operate the Hester Oil Co. as an independent oil jobber 
and am engaged in selling fuel oil in and around the McHenry area 
as well as selling gasoline | at retail under the private brand of “Hesco 
100.” 

I entered the oil business at the age of 16 when I obtained my first 
job with an oil jobber. I learned the business while working for 
him, later moving to Washington, D. C., where I worked as a “grease 
monkey” at a service station. I later became a service station operator 
for the American Oil Co. (Amoco), operating a service station on 
Connecticut Avenue. 

[ returned to McHenry, IIl., and operated a service station owned by 
the Ficken Oil Co. Subsequently, I purchased this station and, in 
addition to operating it, began to pick up fuel oil accounts in that 
area. I now own three service stations which I operate through 
managers who work on a salary basis and percentage basis, and I also 
still continued my enlarged fuel oil business. I presume you might 
call me a hybrid jobber and from what I have heard about these 
hearings there have been some uncomplimentary things said about un- 
branded jobbers who sell at prices less than the prices charged by the 
nationally advertised brands. 

[ purchase my gasoline from the Satellite Petroleum Co., a terminal 
operator, who delivers it to my service stations in bulk. 

[I suppose my operation could be better described as saying I am 
a fuel oil jobber and an unbranded or private br anne retailer. Over 
the years I have been in the gasoline business, I sold my product at 
anywhere from 1 to 2 cents under the posted gasoline price of the 
nationally advertised brands. We have never had any gas price wars 
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in my area and I do not consider that my method of operation has 
been detrimental to anyone. 

I have prospered in this business without the benefit of Government 
regulations and if the Government will leave me alone, I expect to 
continue to prosper being quite willing to take my chances of meeting 
competition as I have in the past. 

To tell you the truth, I have more fear of big Government than I 
do of big business. I do not profess to under stand all the details of the 
divorcement bills which have been introduced, nor do I profess to 
understand all the details of the bill (H. R. 11) Congressman Patman 
introduced. There is one thing I do understand, however, and that 
is if most small-business men would get off of their backsides and go 
to work instead of running to the Government every time the going 
gets a little rough, we would have a healthier and stronger small- 
business segment. 

I would like to add that I found out today that I am a success if 
they are measuring success with the yardstick of the number of 
children you have. “LT have eight. 

Mr. Brown. Let us see who wants to be next. 


TESTIMONY OF J. H. DIEKMAN, COOWNER AND MANAGER, MIDWEST 
OIL CO., AN INDEPENDENT OIL JOBBER, PEORIA, ILL. 


Mr. NAR: I have a prepared statement also. 

My name is J. H. Diekman. I am coowner and manager of the 
Midwest Oil Co., an inde ‘pendent oil jobber , doing business in Peoria, 
Ill., including a 25-mile radius of that city. Weare a franchise jobber 
handling Sinclair products exclusively in that area and we do not 
compete y with our supplier. I presume we might be called an average 
branded jobber of petroleum products. We own, outright, four serv- 
ice stations and we lease 22 others, all of which we lease or sublease to 
independent dealers. We do not sell at retail in competition with our 
dealers. In addition to our sales to service stations, we sell fuel oil to 
homes as well as all petroleum products to commercial accounts and 
the farm trade. 

Like most independent jobbers, we started in business 27 years ago 
with one service station and through the years have gradually de- 
veloped our business to its present state. We, like every other jobber, 
have our problems in meeting the various types of competition that 
are to be found in the marketing of petroleum products. Our rela- 
tion with our present supplier can best be described by stating that we 
would not have been a jobber for that company for 27 consecutive 
years had the relationship been other than good. 

I don’t know much about congressional committees other than what 
I read in the papers. From what I see in the papers, it appears that 
you Congressmen are compelled to spend a good portion of your time 
listening to businessmen who are complaining about their lot and 
quite possibly there are too few businessmen who come in to tell you 
about the good side or the other side of the coin. I, like every jobber, 
have had my problems in this business and, for that matter, I still 
have some and probably will continue to have others in the future. 
This will always be the lot of any small independent businessman in 


a country where free competitive enterprise operates in the market 
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place. I think it would be an insult to your intelligence for a man like 
myself who has grown from one service station to my present business 
to stand here and tell you that you should pass laws in order to pro- 
tect me. I would venture to say that if you subpenaed every independ- 
ent jobber in the State of Illinois you would find that most of them 
feelas I do. We get so angry at times we would like to strangle some 
of the major oil companies and some the idiotic price cutters, but 
sooner or later we work out our differences and most of us are making 
respectable livings. ; 

[t is quite possible that during the hearing which your subecom- 
mittee is holding, you will hear many gripes and bellyaches, some 
justified and some not. There may be changes in laws which are 
necessary for some of these complaints but I suspect that in most 
instances changes in the men complaining would more nearly 
straighten out the problem. I won’t say that every dealer I have is 
completely satisfied any more than I am completely satisfied with 
my situation, but the fact remains my dealers have been with me on 
un average of approximately 7 years, and one has been with me for 
more than 20 years. It is my belief that when the small-business man 
learns a little more about helping himself, there will be less necessity 
for taking up the time of congressional committees. 

I do not know whether this is the kind of testimony that your 
committee wants or not. I simply thought it was high time that the 
committee found out that all the small-business men in the oil indus- 
try do not need a utopia created by law in order for them to exist. 
There are still a good many of us left who are willing to forage for 
our existence in the old American way. Thank you. 

Mr. Brown. Mr. Fitzgerald. 


TESTIMONY OF JAMES F. FITZGERALD, COOWNER AND OPERATOR, 
F-W OIL CO., INC., JANESVILLE, WIS. 


Mr. Frrzcrratp. My name is James F. Fitzgerald, of 684 North 
Parker Drive, Janesville, Wis. My partner, Fred B. Weber, and I 
own and operate the F-W Oil Co., Inc., as independent oil jobbers, 
under an exclusive franchise from the Shell Oil Co. in the city of 
Janesville, Wis., and surrounding area for a radius of approximately 
10 miles. The two of us started in business in 1948 by leasing and 
operating a service station from a Shell oil jobber in our town. We 
own 1 service station and lease 4 others, all of which we lease and 
sublet to independent dealers. We also sell fuel oil for home heating 
us well as other petroleum products to farmers and such commercial 
accounts as we are able to obtain. 

Our growth has been made in the face of the toughest of competi- 
tive situations—with this competition getting tougher each succeed- 
ing year. Like most small jobbers in our State, we are faced with 
three principal problems: 

First, inability to obtain equity capital under conditions that will 
enable us to repay these obligations. 

Second, the inability to meet the competition of our major oil com- 
pany competitors in their service station expansion program. 

Third, our inability to meet the competition of major oil companies 
for commercial consumer business. 


92285—57—pt. 4—22 
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We, of course, have other problems, such as competition from the 
untouchable cooperatives and the trading-stamp problem. Current- 
ly, our principal—and in some instances only—source of capital is 
from or through our suppliers. In the situation as to commercial 
consumer business, I would like to point out the following specific 
instance to illustrate the difficulties we face: 

On or about the 15th of March 1957, the county of Rock (where our 
business is located) accepted bids for its diesel fuel requirements for 
the ensuing year, a quantity of approximately 150,000 gallons. The 
D-X Sunray Oil Co. bid a price of 0.1139 per gallon. Our cost price 
on this material was 0.1320 per gallon at this time from our supplier. 

All over our section new service stations are being built by the major 
oil companies, and unless we jobbers can find some means of obtaining 
capital under reasonable conditions, we will be unable to maintain our 
percentage in the volume growth of gasoline sales in our marketing 
area. These are not insurmountable problems. I think the major oil 
companies could eliminate the commercial consumer account problem 
by never selling to a commercial consumer account at a price less than 
they charge their own jobbers either in the same or other areas. 

I believe the problem of financing could be helped considerably if 
insurance companies and banks could be made more aware of the 
necessity of long-term capital for qualified petroleum jobbers in their 
communities. 

If this could not be accomplished, then adequate loan facilities 
should be established by or through appropriate Government agencies. 
I think the financial stability of petroleum jobbers as a whole histori- 
cally warrants this consideration. 

This committee could certainly help by lending its assistance to 
changing the laws with reference to the gasoline tax so that the jobber 
paid this tax at the time of sale rather than at the time of purchase. 
This would release needed capital and would cost the Federal Govern- 
ment little or nothing. 

I would like to make one thing clear—whatever my problems are, I 
am not seeking legislative aid by imposing restrictions on any competi- 
tors. Such regulations, although helpful to me on a short-term basis, 
might well be the noose that would hang me in the end. 

It may be that the time will come when I and other jobbers must 
go to the Congress and seek aid in defending ourselves against the en- 
croachment of unfair competition. I am not as yet ready for such 
a remedy, and certainly I have not seen any laws offered to date which, 
in my judgment, would not do more harm than good. 

I certainly know that had a divorcement law been on the books at 
the time my partner and I wanted to become jobbers, we never could 
have made the step from service station operator to a jobber. I be- 
lieve that if many of the retailers who are seeking divorcement will 
think this situation out, they would come to the same conclusion, and 
certainly this would be true if they ever expect to be a jobber. 

I believe that if most of these people who spend their time complain- 
ing to Congress would spend the same amount of time with their sup- 
pliers in attempting to work out their problems across the table, con- 
structive results would be obtained. 

At the moment I am engaged in negotiations with my supplier 
which, frankly, do not look too bright, but I feel sure that before we 
are finished we will reach an amiable and equitable undertanding. 
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Under any circumstances, I have no intention of bothering you gen- 
tlemen with my problems until I have exhausted every source of my 
own to solve them. 

I have only 4 kids, but the oldest one is only 5. 

Mr. Tuomrson. I have six. Let me get that in the record, too. 

Mr. Brown. Let me ask you, did any one of you gentlemen ever 
apply to the Small Business ‘Administration for loans? 

Mr. FrrzcrerAup. I discussed that with my banker. He didn’t en- 
courage that at all, stating the amount of red- tape involved. 

There was another restriction in the previous reading I did on the 
subject that stated to the effect that in a corporation such as ours, 
they will set our salaries as long as we owe them money. Well, con- 
ceivably that could make the interest rate quite high because our 

salaries actually are set by the income-tax laws more » than anything 
else so that technic ally in itself was a stumbling block. 

It is my understanding that they really dig ‘into your business. 

Mr. Brown. Have you had any financial problems, Mr. Hester, 
where you couldn't get financing from the normal sources locally- 
I mean, if you had, would you consider going to the Small Business 
Administration / 

Mr. Hester. Yes, I would consider it. I don’t know anything 
about it. I never had to use it. 

Mr. Brown. The reason I am asking this is that I think capital is 
commonly considered to be a problem these days, but it is difficult to 
determine where to draw the line. 

Mr. Fitzgerald, you mentioned that if you couldn’t get the neces- 
sary capital, that it might be essential for a Government agency to 
supply this capital. 

Well now, if the Government is going to participate in functions 
such as that, it automatically is c alled upon for other functions, is 
that not correct ? 

Mr. Firzeeratp. That is a good point. I threw that in trying to 
come up with some ideas on the subject. 

Mr. Brown. Do you have any questions 

Mr. Nexus. What kind of negotiations are you now having with 
your suppliers, Mr. Fitzgerald? You don’t have to be specific. I 
want to know what they are about. 

Mr. Frrzceratp. Equity capital. 

Mr. Neus. Financing, is that right ? 

Mr. Frrzcrrarp. Yes. 

Mr. Newuis. And all of you gentlemen have the same answers, I 
presume, to the questions I asked the previous witnesses concerning 
financing—not — ? 

Mr. Hester. I don’t have it. 

Mr. Neus. You are in a different category. 

Mr. Hester. Yes. 

Mr. News. Yes, concerning margins, financing, and subsidies. 

Mr. Frrzceratp. Subsidies, we haven't been exposed to in our mar- 
ket. In our experience in the business, so far as price wars and so 
on, we haven't been confronted with that. 

Mr. Nexis. What about you, Mr. Diekman ? 

Mr. Drekman. We have, on subsidies. We never borrowed any. 

Mr. Nevis. Let me be specific and ask you what kind of subsidy 
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arrangement you make with your supplier that you pass on to your 
lessees when you get into a price war situation ? 

Mr. Diexman. Well, at the present time we share the cost of the 
drop—down to 2 cents. 

Mr. Nexus. You share it 50-50 ¢ 

Mr. Drexman. Yes, down to 2 cents, and from there on, we have 
a 2-cent margin. 

Mr. Netuts. Can you function on a 2-cent margin ? 

Mr. Diexman. Not too well; no. 

Mr. Netuis. You sort of hope that it will go on up very soon, is 
that it? 

Mr. Drexman. We are in the fuel office business, too, and we don’t 
have those problems. 

Mr. Exxis. Might I make two very quick observations and then I 
am finished. 

No. 1 was with reference to Mr. Nellis’ remark about negotiating 
a margin increase—I am getting to the choice of words, Mr. Nellis— 
the National Oil Jobbers Council has never negotiated any margins 
with any major oil company. 

We raise cain about them all the time, the inadequacy of them. The 
State associations do the same and the individual jobber s do the same, 
and whether, as a result of our combined cain-raising or because of 
some great feeling on the part of suppliers, a pretty general one-quar- 
ter of a cent increase in margins was effected back in January, but I 
wanted to make it clear we had never negotiated. 

They won't negotiate with us at all. It is tough to get them to listen 
to me. 

Mr. Brown. I think counsel was referring to Mr. Fitzgerald as a 
jobber, not as a member of the national association. 

Mr. Exxits. I’m sure he was. I am so ticklish about the way the 
organization works, I wanted the record clear. 

Mr. Nellis. I understand your problem clearly and I am sure it is 
clear now. 

Mr. Exxis. My second observation is this, that it would be tougher 
for these jobbers to borrow money from the Small Business Adminis- 
tration than it would be for a camel to go through the eye of a needle. 

Mr. Brown. Why is that, Mr. Ellis? 

Mr. Exits. I can give you an opinion, only. In my judgment, the 
Small Business Administraion operates under the belief or premise 
that their function is primarily directed toward assisting small in- 
dependent manufacturers as distinguished from assisting people in the 
distribution or service trade. 

I might also state—and I will be glad to show it to the committee— 
I won’t make it part of the record—that the request of the Small 
Business Administration, or a representative thereof—we sent out 
questionnaires to all of the 26 State associations we represent inquiring 
as to their knowledge of SBA, its policies and proc oeret and whatnot, 
and Senator Sparkman requested a copy of that; I will be glad to 
supply you one. 

It would amaze you the lack of knowledge there is in the country 
about what that organization can or will do which is in direct contrast 
to some of the testimony that the head of that organization has given 
to this committee. 
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1 would like to further point out in that regard that when the head of 
that organization appeared before this committee, you, Congressman 
Brown, asked him if there were any independent marketers on his 
National Council of Advisers. He slipped off the hook by telling 
you they had jobbers on their advisory committees. 

What he had reference to was some regional committees where a 
few independent marketers are on them, but on his National Advisory 
Committee there is not one single independent petroleum marketer 
represented, and there never has been despite petitions from our or- 
ganization for the past 2 years. 


Mr. Brown. I will call the attention of the head of that or ganiza- 
tion to this portion of the testimony, and thank you very much. 


I hate to do this, but it is now 6 o’clock and there comes an end to 
all good things on any given day. 

The Chair must announce that any witnesses that we were unable 
to hear verbally at this time in Chicago may, if they wish, come to 
Washington and we will arrange a special session of the committee 
to hear them and to given them plenty of time: or we offer them the 
alternative of submitting statements in writing which will be inserted 
at this point in the record. 


As I say, I regret it very much, but the time has come for us to get 
back to Washington, and, also, without objection, and with the per- 
mission of the rest of the committee, a statement by Mr. J. D. Birds- 
eye will be inserted immediately following Mr. Crowe’ s testimony. 


(Whereupon, at 6 p.m., W ednesday, May 1, 1957, the submittee ad- 
journed its hearing in Chicago, I.) 


(At the direction of the chairman, the following statement and affi- 
davits, relating to retail distribution in the Cleveland, Ohio, area, are 
inserted at this point in the record :) 


STATEMENT OF JAMES V. CRESENTE, GARFIELD HEIGHTS, OHIO, AND JOSEPH A. 
TuieLt, His ATTORNEY 


My name is James V. Cresente; my address is 5230 East 119 Street, Garfield 
Heights, Ohio. I have been a service station operator for 19 years. I operate a 
Pure Oil station located at 4730 Woodland Avenue, Cleveland, Ohio. I appear 
here as a dealer and as president of the Cleveland Independent Gasoline Deal- 
ers Association. My testimony will consist in bringing to your attention the con- 
ditions that prevail in our business in the Cleveland area. A portion of my testi- 
mony will be devoted to the company owned and operated stations of the Stand- 
ard Oil Company of Ohio, who operate them in direct competition to their own 
lessee and contract dealers. I will dwell on the effect this has on our customers, 
and the reaction of the people on an industry, that under the guise of a commu- 
nity benefactor, has become this Nation’s biggest giant monopoly. 

These company-owned stations, 78 of them in the Cleveland area, spaced in 
strategic locations throughout the city, control the wholesale and retail price of 
gasoline sold by approximately 1,475 other retail stations in our metropolitan 
area. By this method of control, Standard Oil of Ohio can raise and lower the 
price at will, as was clearly illustrated on January 11 of this year. The map, 
attached to this testimony, shows the locations of these control stations which 
are always on the best corners and the heaviest traveled traffic lanes. By post- 
ing the retail price on a multicolored 6-foot sign that can be seen in all direc- 
tions by the motorists, Standard inculcates into the minds of the motorists 
“their” price of gasoline. This practice in their own 78 stations in this area, 
followed by a great majority of their lessee and contract stations in the city, 
establishes the retail price of the major brand product. 

Of course, all other major suppliers in this area follow the pattern as set 
by Standard on the wholesale price, so that any competition that exists in our 
business is only at the retail level. We wish to offer as evidence, four sets of 
invoices from other major brands plus a set of invoices from Standard of Ohio. 
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These were submitted to us by our dealers and the invoices clearly show 10 
price rises and drops which occurred within the last 4 years. The invoices show 
the price of gasoline before and after the Standard of Ohio price change. You 
will notice from the newspaper reprints that Standard of Ohio announced the 
price rise or drop, and the other brands followed suit almost immediately. All 
of the companies included in this evidence are much larger in capitalization than 
Standard of Ohio; their methods of following the leader on pricing, disputes all 
laws of supply and demand, and certainly all theories of economics. 

Because of this method of pricing, the dealer in this area is faced with a 
dictated margin of profit, which today amounts to 4.6 cents per gallon on 
regular grade. This is arrived at by computing the difference between the 
Standard Ohio posted retail price at their company-operated stations, and the 
wholesale Standard Oil price of the product to their other outlets, lessee and 
contract. 

To supplement my statement, I will add a paragraph from a pamphlet en- 
titled, ““Let’s Talk Facts,” published by the Michigan Petroleum Industries Com- 
mittee, a fellow member of Ohio Standard’s association, the API, and which 
states, “In Ohio, the typical dealer markup is 4.8 cents per gallon. This re- 
sults mainly from the fact that 1 large supplier operates directly about 500 
service stations throughout the State and has fixed its retail markup at 4.6 
cents per gallon. Obviously, independent dealers cannot add any more to the 
basic wholesale price if they are to compete.” 

Dealers in other States surrounding us, with no company-station problems 
such as we have, are now operating at a margin of profit between 5.5 and over 
6 cents per gallon on regular, and because of rising costs are asking for more. 
In States south and southwest of Ohio, where labor is no problem, the margins 
are even higher. But here in Cleveland, which has the highest labor market 
in the country, we are held down by one company, Standard of Ohio, with a 
profit margin which was inadequate 10 years ago. 

Because of this, many of our dealers are caught in a profit squeeze: some 
have been forced out of business, and many more are leaving continually. With 
increasingly high costs of labor, equipment, and other maintenance costs, the 
dealers are finding it difficult to stay in business. I am submitting to this 
committee as evidence, two recent releases which expound on the high labor 
costs and the shrinking percentage profit margins our dealers have experienced 
within the last 16 years because of the effect of company-owned stations. This, 
I believe, will describe the conditions very adequately. 

This situation of price control is not new. Standard, throughout their 87 years 
of oil marketing, has been historically famous for this. Control of shipping by 
secret rebates and drawbacks from the railroads, control of pipelines, and termi- 
nals in its earlier years, and now the company-operated stations through which 
they dictate the wholesale and retail price. 

Free competition is an expression unheard of in the Standard family. A noted 
historian described it adequately in a recount of Standard’s history in power, 
“Standard secured an alliance with the railroads to drive out rivals. For years 
they received rebates of varying amounts on at least the greater part of their 
shipments, and for at least a portion of that they collected drawbacks of the oil 
other people shipped; at the same time they worked with the railroads to pre- 
vent other people getting oil to manufacture, or if they got it, they worked with 
the railroads to prevent the shipment of the product. If it reached a dealer, they 
did their utmost to bully or wheedle him to countermand his order. If they 
failed in that, they undersold until the dealer, losing on his purchase, was glad 
enough to buy thereafter of Standard.” For the dealer, gentlemen, it was his 
five steps to perdition. 

“Standard has systematically played with loaded dice, and it is doubtful if 
there has been a time since 1872 when they have run a race with a competitor 
and started fair. Business played in this way loses all its sportsmanlike quali- 
ties. It is only fit for tricksters. They have created these situations not to save 
their own business, as they have repeatedly stated, but to destroy others.” 

I believe this excerpt from a published volume of the history of Standard Oil 
can better explain Standard’s reputation as a marketer. How much of this sys- 
tem remains in force today? I assure you, gentlemen, it is unchanged. 

Our association has appeared three times before congressional committees, 
including this one, to complain against Standard’s unfair market domination. 
In their history they have been involved in many hundreds more. They have 
been found guilty by two Supreme Courts but have emerged unscathed and much 
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stronger than ever. It has been stated repeatedly, orally and in print, that 
Standard has appeared in politics only to oppose legislation obviously for the 
public good. Their power has become so enormous that even the Government of 
this country seems powerless to grope with it. Senator Neely of West Virginia 
stated recently, “Big oil has become so powerful that they now consider them- 
selves higher than the people, the President, and the Congress of the United 
States.” 

We, the retailers of this industry, refuse to accept that statement, though it 
was broad, and believe the condition prevails only because Standard and other 
oil companies have never been properly challenged. Standard, in our case, has 
been doing wrong so long that it has become a pattern and a habit; actually it 
has become routine and habit. After so many years of this, they and the public 
have accepted their actions as proper. 

Standard has assumed the complete authority on the refining and selling of 
petroleum and because of their “know-how,” maintain that they bring the cheap- 
est prices to the consumers. This fact, as stated by the same historian mentioned 
above, is puerile. The margin between crude and refined was made low by com- 
petition. It has rarely been as low as it would have been had there been free 
competition. 

Standard Oil has no monopoly in business ability. The American businessmen 
are distinguished for this trait. The retailers of our State have never had a 
chance to prove it. Standard has dictated the price of their product since the 
first year they started in business and have continued to do so. Their protesta- 
tions that this is not so has a hollow ring. 

Two years ago, Mr. 8S. H. Elliott, a high official of Standard Oil, appeared as 
a witness at the hearings before Subcommittee No. 5, of the Select Committee 
on Small Business, this same committee. At this hearing, under cross-examina- 
tion by the chairman, his testimony was contradictory and somewhat confusing. 

Under questioning, Mr. Elliott stated that, ““Company-owned stations operated 
more cheaply than dealer stations.” When asked, then, why did they have leased 
stations, Mr. Elliott replied, “If we can find a dealer who in our opinion will 
<et greater gallonage and make more money for the company, then we will lease 
it to him.” . 

It seems that his testimony is somewhat confusing. It would appear to any 
efficient businessman that if he could save money by self-operation, it would be 
foolish and costly to turn it over to a lessee or contract dealer in order to make 
less. Four thousand leased outlets, based on the testimony of Mr. Elliott, would 
return a greater profit to the company under company management if his testi- 
mony were true. Based on a one-half cent saving per gallon as testified by Mr. 
Elliott, the savings in dollars on their gallonage annually amounts to approxi- 
wately $4% million. No stockholder or company director could find cause for 
argument in a saving of that magnitude. 

Mr. Elliott’s statement is in direct contrast to that of Mr. Willett’s, vice presi- 
dent of marketing of the Standard Oil of New York, who stated his opinion at 
the hearings before this committee 2 years ago—‘Our Company prefers inde- 
pendent dealer operation to company operation of stations. We think we make 
a little more than if we operated the stations ourselves. We are in business to 
make money. High costs of wages, accounting, and the like would be deterrents 
to company operation.” 

Of course, the true answer to why Standard does not maintain all company 
operations is printed in a study of price practices and policies of Standard which 
was prepared for them by a Harvard Business School professor and which stated : 
“It was found to be more profitable and less burdensome for the company to 
turn over their outlets to dealer operation.” 

We can readily believe this to be fact. Today, with labor and other costs of 
operation at the highest level in history, company-operated outlets at the present 
margin given to their dealers, would yield a scarce annual profit, if any profit, 
unless they raised the price to the consumer to recover the cost. 

In a recent release from one of the trade papers, Mr. Elliott inferred that some 
of the troubles in our business stems from dissatisfied dealers, and that the 
industry should not concern themselves over them. He further stated that there 
ure bound to be misfits in our industry as large as it is. True, but the same can 
apply to those on the side of big oil who exist only because of guaranteed profits. 
Competition at the wholesale level will weed out the drones as it does at the 
retail level. This will make a much better industry under a free-competitive 
system, free from gripes, complaints, and unwarranted attacks. 
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The 1- and 2-vyear-old dealer, who has many more years ahead of him and can: 
situate himself into another means of endeavor, leaves with only the loss of a 
few hundred or few thousand dollars plus an unsavory experience. But the 
older dealer, who has spent 20 or more years in the business, cannot leave so 
readily, and is definitely not a misfit. He finds himself past the years where 
employment is available. So he is forced to stay on and keep working the long 
hours so that he and his family can live. This is the greatest injustice ever to 
be perpetrated on a fellow being. It is definitely not American. 

The last increase in margin to their dealers, and which was followed in pattern 
by all other major suppliers in this area, was given them in March 1953, 4 
years ago. The amount of increase was three-tenths of 1 cent per gallon. 
Since that time, Standard and the other suppliers who followed the Ohio leader, 
took for themselves exactly 2.8 cents per gallon in 3 successive years. In dol- 
lars, based on the gallonage in this State, it amounts to approximately $75 million 
just on gasoline alone, excluding increased profits on other petroleum products. 
Standard’s explanation for the huge price rise was, “increased costs of opera- 
tion which must be recovered.” When Standard was asked why the dealer had 
not received an equitable share of the price increases during the same period, 
they replied, “The dealers had a 20 percent increase in business during that time 
which brought them extra profits.”” The arrogance of the statement precluded any 
further explanation of the dealer’s efforts in trying to recover his costs, which 
during the same period, zoomed past prohibitive levels. 

The last 1 cent wholesale increase of January 11 of this year, was the biggest 
gouge ever perpetrated on the consumer in this century. In the face of the largest 
earning record in their history, this increase was unjustified. It showed clearly 
and without doubt that Standard‘s control of the market is as strong now as it 
was when it first became the monopoly several generations hack. Their interpre- 
tation of realistic prices and profits margins are questionable, if not illegal. 
To dictate to the dealer the selling price of gasoline, and the profit he should 
realize from the sale, is in violation of the dealer’s rights as an independent 
businessman. Only the individual dealer knows what the cost of his overhead 
will amount to, and if it be too high, competition will level him. 

Within the last 4 years, gasoline has risen in price at the rate of 1 cent per 
gallon a year, plus increases on other petroleum products. At this rate, the public 
can expect to pay 35 cents to 40 cents per gallon for gasoline within the next 5 
or 6 years. 

Now, how is the consumer affected? Under the present system of marketing 
which is enforced by Standard Oil, not only does the independent dealer suffer, 
but the consumer as well. The dealer suffers in that under a Standard of Ohio 
dictated profit margin, which is followed by all other suppliers in the State, the 
dealer cannot operate profitably and render all the necessary services which the 
customer must have to keep his car in good running order. The availability of 
good labor, which to him is prohibitive, forces him to work long hours to keep 
his station open. The strain of long hours of toil reduces his productivity and 
his will to give complete service, though he would like to. The consumer then 
suffers—for his car has not received the proper care which it needs. He cannot 
go to the company-owned station for the variety of services, including mechanical, 
which the independent dealer has spent many years in learning through ex- 
perience, because the company-owned stations do not perform this type of service. 
Therefore, the consumer finds himself on a perpetual merry-go-round, looking 
for a station that can provide the type of service he needs. With many of our 
independents overworked and undermanned, he is constantly put off, this actually 
making his automobile a hazard. The consumer then, loses in point of service. 

The consumer also suffers on price, for he is paying for a commodity which 
could be much cheaper under a free-competitive system. The only competition 
that exists today is at the retail level. The independent dealers, already at the 
lowest earning point in their history, cannot go much below the company sta- 
tion posted price as attested by the Michigan Petroleum Industries statement 
above. And with the wholesale price of major brand gasoline in an area being 
identical, there is never any chance that the consumer may enjoy a lower price 
on gasoline. Agreements or understandings have existed among the major 
marketers fixing the tank-car, tank-wagon, and service-station prices of gasoline. 
The retailer may shade the posted service-station price for competitive reasons, 
but in any case, he must operate within the allowed margin. 


Today, gasoline is a necessity, not a luxury. When the consumer cannot shop- 


for better service and price as he does for other commodities, he is denied the 
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right of competitive pricing. With the elimination of company-operated stations, 
the consumer can eventually be given back that right. For with the wholesale 
segment of the industry competing for the consumer’s dollar as the retail seg- 
ment has done for years, the spirit of free competition will be restored. 

The inefficient will be eliminated and the efficient will survive. After the initial 
flurry of price fluctuations brought about by true competition, both wholesale 
and retail prices will find their true level. The suppliers will then be forced to 
allow a better profit percentage to their dealers, not only to hold them as op- 
erators, but also to help them keep their share of the market. A fair profit margin 
will encourage the better qualified dealer to operate efficiently—a margin ad- 
justed to a percentage figure as is done on all other commodities—and not on the 
antiquated system of “cents on the gallon” as we have today, which is the basis 
of all our troubles. Under these conditions, the dealers will then be able to 
survive adequately and meet the challenge of other industries and hire the ex- 
pert help that they need to hold their customers. Both the industry and the 
consumer will benefit, for competition will stimulate business and eventually pro- 
vide better products and service at better prices. 

When the price rise of January 11 last went into effect, the consumer realized 
Standard’s intent. We wish to offer to this committee these signed petitions 
which have over 20,000 signatures of the consumers of the Cleveland area. They 
too have protested to the unjustified price gouge initiated by Standard, who 
attributed the increase to the situation in the Middle Bast. The consumers are 
not only our source of livelihood, but are also our friends. Their compalints were 
justified, and we as their source of supply, had the perfect right to support their 
complaint. Their irritation at Standard’s conduct, and that of big oil, is not with- 
out foundation. 

Just recently, the Nation was exposed to the latest methods of how big oil will 
stoop to any lengths to secure passage of legislation that will return staggering 
profits at the expense of the consumers. Their attempt to bribe a United States 
Senator to further the interests of big oil is an example of their utter disregard 
of the principles of decent government. 

When vested interests in industry become large and powerful, their ambitions 
are not restrained by law. It follows that government must regulate monopoly or 
monopoly will regulate government. The Government is, therefore, faced with 
the problem of protecting the smaller and weaker person against the larger and 
stronger. It becomes the duty of Federal authority to adopt and enforce rules 
and regulations of a kind that prevent monopoly, not rules that promote it. A 
democratic government recognizes private property rights and supports a com- 
petitive economy. If such a government establishes for private industry rules 
and regulations contradictery to the fundamentals of its constitution, it will de- 
stroy or at least jeopardize, its own existence. 

The consumers of this Nation area fair people. They will pay for a commodity 
that is fairly priced, but will balk and rebel when they are being gouged and cannot 
use their buying power to repel it. They do not wish a reoccurrence of the South 
Improvement Co., an illegal organization formed by Standard years ago to raise 
the price of their product 50 percent. The want competition, free and uncon- 
trolled, that will eliminate the inefficient at both levels, the wholesale and retail. 
The continuance of the small-business man, whether he deals in gasoline, dry 
goods, groceries, or other necessities, under true and free competition guaranteed 
to us all under the democratic principles of our Government, is the only assurance 
that the consumer will have exercising his buying power. 

Within the last 5 years, our association has had at least a half dozen or more 
discussions with Standard about our problems. They have been sympathetic but 
not cooperative. After having exhausted every means of friendly discussion, we 
feel that the only alternative left is divorcement. 

Before anyone can suggest that such a drastic step be taken, one must not 
only take into consideration the present condition which prompt the action, but 
must also weigh the past conduct of the company in question so that those em- 
powered to help us can decide whether such action is meritable. So that we can 
convince this committee that our demand for the divorcement of Standard from 
their company operated outlets is necessary for the preservation of free competi- 
tion, we would like only a few seconds to repeat a few quotes from the mouths of 
those who have been acquainted with the history of Standard Oil. I imagine that 
they have spent more time in studying them than I have. 

It is not our intended purpose to malign or defame Standard. They have en- 
couraged much of this throughout their history by their unorthodox actions. 
Many in the past, by direct or indirect contact with Standard, and whose char- 
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acter and integrity were above question, spoke detrimentally against Standard. 
and some with complete bitterness. 

Thurman Arnold, the famed trust-buster, was one who said, “Had Standard 
followed regular business scruples, they could not have built a giant organiza- 
tion.” 

George Rice, a refiner from Marietta, Ohio, said, “Greed, injustice, and oppres- 
sion were part of the Standard’s stock in trade.” 

Allan Nevins, author of History in Power, said, “Standard Oil operated under 
an organization having no legal existence, independent of all authority, doing 
anything it wanted anywhere. They built their empire on fraud, coercion, or 
special privilege, which has debased the whole standard of American business 
morality. They gained trusted agents in the principal State legislatures who 
would help it get action out of unfriendly into friendly hands.” 

We merely repeat these statements to enlighten this committee as to the enorm- 
ity of our situation. To disagree with the staid policy of a giant power can prove 
disastrous to many of their own dealers. 

Ida Tarbell, another writer who has expounded much on the character of 
Standard Oil, explains it pointedly, “Standard Oil is represented on the board 
of directors of nearly all great industries. It is allied with steel, iron, copper, and 
ean swing business away from any industry which does not oblige it. It has great 
influence in the money market and can help or hinder an industry in securing 
money. It has great influence in the stock market and can depress or inflate a 
stock if it sets about it. Everyone is afraid to offend the Standard Oil Co. By 
the turn of the century, Standard was the most powerful organization created 
by man. They were relentless in wiping out competition. To have been moral 
would invite ruin. Though Standard was purportedly broken up by the decision 
of the Supreme Court in 1911, its new leaders, who were trained in the Rocke- 
feller school, bore the strong imprint of the founder’s sins and ideas. Though 
the separate Standard companies operated within the States, there was a great 
deal of friendly visiting and consultation going on between the companies. The 
‘Rockefeller spirit and patterns prevail’ monopoly and control.” 

Therefore, the only weapon that can deflate such a power as gigantic as Stand- 
ard, is divorcement. To further allow this company to continue ignoring the 
antitrust laws which would allow them to devastate all small business across 
the Nation, would be a travesty on the democratic principles of this Government. 
If their dealers must perpetually operate their stations in fear of reprisal and 
retaliation by company officials for the slightest infraction of company rules, then 
divorcement is necessary to give these dealers the freedom that is guaranteed 
them under our Constitution. 

We conclude our testimony with great regrets. To disagree with the methods 
of our own industry is our right as free independent businessmen, especially when 
they, in this case Standard, have refused to discuss our problems honorably. 
The fact that Standard of Ohio, the dominant marketer in this State, would not 
favor us with a fair discussion of our problem was not unexpected, although we 
had hoped for better treatment. Many of their present day facts, published or 
spoken, have been half-truths, and many times, misleading. Better than one-third 
of their dealers, who are members of our association, have been outspoken on their 
criticism of their company’s margin setup. To ignore the retailer, who provides 
approximately 70 percent of the company’s income, was a slam at his character 
and the final straw which softened his loyalty to his company. Two hundred and 
fifty-three dealers have already voiced their opinion of company station divorce- 
ment in petitions signed and turned over to this same committee 2 years ago. 
Many more today have expressed the same opinion. Also, from this area, two 
dealers from the Standard Oil Co. are here to testify against their company’s 
methods. What you will hear is a repetition of Standard’s history of 87 years of 
market domination. 

Therefore, with all aspects carefully considered, our segment of the industry, 
the retailers, ask for divorcement of Standard Oil from their company-operated 
stations based on the facts presented. The solution of this monopoly problem 
appears to be the reestablishment of real and free competition within the indus- 
try, wholesale and retail, primarily through appropriate action by the Federal 
Government. Divorcement of retail marketing from manufacturing companies 
will effect the solution. 

If the monopolistic practices are not done away with and real competition 
revived, the Government in the end will be forced to regulate the industry as a 
public utility. Divorcement now would prevent it. 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 333 


Cleveland Plain Dealer, July 29, 1950 


A price increase of one-half cent a gallon on all grades of gasoline effective 
Monday was announced yesterday by the Standard Oil Company of Ohio. 

The boost reflects a general increase in gasoline market prices throughout the 
Nation and sets a price level over that of January 1, the company said. New 
Sohio prices will be 27 cents for premium and 25 cents for regular. 

Its new prices are still below those prevailing in surrounding States, Sohio 
said. 

Several other major oil companies here said they had received no word on any 
price revision. News of the Sohio increase will be communicated to the head- 
quarters of the other companies it was said. 

On January 13 and March 3 Sohio twice made one-half cent reductions. Half- 
cent boosts have been made on May 1 and May 26. 


Cleveland Plain Dealer, June 20, 1953 


Gasoline prices were raised a penny and a penny and a half a gallon last mid- 
night by the Standard Oil Company of Ohio the largest distributor in Greater 
Cleveland. 

The increase went into effect at Sohio stations throughout Ohio. They raised 
the prices of Sohio’s regular gasoline, X-tane 1 cent to 2749 and of ethyl Sohio 
Supreme to 29%po. 

The boosts here were the first here since March 5 when Sohio and other big 
distributors added three-tenths cent. The last increase before was on December 
14, 1950, and it was for the same amount. 

A spokesman for the Gulf Refining Co. here said his company would undoubtedly 
follow Sohio’s actions. 

Speaking for Shell Oil Co., W. Keith Drury, Cleveland sales supervisor, reported 
his Company had no comment. 

These increases, said the Sohio release, follow the recent iticrease in the price of 
crude oil, the first such crude-oil price increase since 1947. 

Cleveland Plain Dealer, October 29, 1953 

A price reduction of two-tenths of a cent per gallon in regular grade gasolines 
at service stations operated by the Standard Oil Company of Ohio was announced 
yesterday by Mr. S. H. Elliott, Sohio vice president in charge of sales. 

The cut, said by the company to reflect current market conditions becomes 
effective at midnight applies only to Sohio X-tane gasoline. Price of its premium 
grade remains the same. 

A similar reduction in the wholesale price for dealers throughout the State 
except in areas where lower prices already prevail was also announced. 

In the past following price adjustments by major suppliers other companies 
have announced like reductions or increases. 

Cleveland Plain Dealer—J une 4, 1954 

A 1-cent-per-gallon price drop in X-tane and Supreme gasoline effective 12: 01 
today was announced by the Standard Oil Co. (Ohio). 

In making the announcement Sohio said the reductions effective at all company 
operated stations except in depressed areas reflected weakened price conditions in 
both wholesale and retail markets. 

Besides the retail drop Sohio announced a reduction of seven-tenths cent in 
wholesale prices of both types. 

Competing companies traditionally follow in such price drops. 

Cleveland Plain Dealer—June 11, 1954 


The Standard Oil Company of Ohio skimmed another tenth of a cent off the 
gallon price of its standard gasoline at midnight lowering the cost to 26.8 
cents at its pumps. 

It also reduced its wholesale price to independent filling stations by 1.5 cents 
a gallon. 

These drops followed June 4th reductions of 1 cent retail and seven-tenths of 
a cent wholesale. 

Last night’s adjustments did not mollify Attorney J. A. Thiel who represents 
the Cleveland Independent Gasoline Dealers Association. 

Mr. Thiel said he would keep on working up a petition charging Sohio with 
monopolistic practices. He said Sohio, by controlling both wholesale and retail 
prices was pinching his dealers’ profit margin to a thinner and thinner wafer. 

Mr. Thiel said his petition would go to the Justice Department. When Sohio 
cut its retail price 1 cent on Friday, the cut of seven-tenths of a cent from the 
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wholesalers’ price narrowed the independents’ profit three-tenths of a cent. Mr. 
Thiel protested that his dealers should not have to foot any part of the price cut. 

By reducing the whole price another 114 cents last night, Sohio in effect split 
the difference. But the extra tenth taken off the retail price took back two- 
thirds of what Sohio had given, Mr. Thiel said. 

Against that Samuel H. Elliott, Sohio sales vice president, said the weakness 
in the gasoline market was due to am oversupply in the eastern part of the 
country. 

The Standard Oil Company of Ohio does not establish prices at which its 
dealers sell their products, he said. They are free to sell at any price they can 
get. 

But even if they did sell at Sohio station prices he asserted their margin would 
be 4.5 cents. Before the war the dealer margin was as low as 3 cents and the 
sales volume was only half of what it is now, Elliott said. Gross income now is 
therefore almost three times the prewar income. 

Dealer margins are much lower in Philadelphia, New Jersey, Wilkes-Barre, 
and other areas, Mr. Elliott said. 


Sohio is footing 77 percent of the loss from the price cut and the dealers 23 
percent he said. 


Cleveland Plain Dealer—June 17, 1954 


A gasoline price reduction of %o of a cent a gallon was put into effect today, 
effective at 12:01 a. m. by the Standard Oil Company of Ohio at its company- 
operated service stations throughout the State except in depressed areas down- 
state. The move was made to meet lower prices of competitive jobber suppliers, 
the company said. 

Sohio X-tane price at company-operated stations now is 26% 9 and Supreme 
29%49 a gallon. Prices to dealers were reduced fifteen-hundredths of a cent a 
gallon. It was the third reduction in retail and wholesale prices by the com- 
pany since June 4. On that date cuts of 1 cent retail and 749 cent wholesale were 
announced. On June 10th Standard followed up with reductions of %o and 1%o 
cent on retail and wholesale respectively. 

This latest cut will cost the independent gasoline dealer another %o of a cent 
a gallon. 


Cleveland Plain Dealer—August 12, 1954 


The Standard Oil Co. (Ohio) raised its price of gasoline six-tenths of a 
cent a gallon at jobber, dealer, and retail levels last midnight in most areas in 
Ohio. 

New price for Sohio X-tane is 26% cents at retail. Prices of Sohio Supreme 
were increased the same amount. A number of areas of depressed prices were 
not affected the company said. 

Prices posted by Sohio at its company operated stations had declined by 1%o 
cents since June 4. The present action of Sohio leaves its retail price 1 cent 
below the price it posted before June 4. 

Strengthening of the market in Ohio and other areas was the reason Sohio 
gave for the present action. 


Cleveland Plain Dealer—May 10, 1955 


The Standard Oil Co. (Ohio) increased the price of both its regular and 
its Boron Supreme gasolines by 1 cent at its company-operated service stations 
throughout the State at midnight last night. 

Although the quality of Sohio gasolines has been greatly improved with re- 
sulting higher costs the new prices are the same as those in effect a year ago 
the company said. 

Sohio’s regular grade gasoline is now 27%» cents per gallon and Sohio’s Boron 
Supreme 30%po cents per gallon. 


Cleveland Plain Dealer—June 5, 1956 


An increase of one-half cent per gallon in the price of both Sohio X-tane and. 
Boron Supreme gasolines at company-operated stations in the Cleveland area last 
midnight was announced today by William H. Doyle, manager of the company’s 
Cleveland sales division. 

Sohio’s X-tane gasoline becomes 2849 cents per gallon and Sohio’s Boron 
Supreme 31 cents per gallon here. 

This brings the X-tane gasoline price at company-operated service stations 
one-half cent above the price prevailing in May 1954. 

Mr. Doyle said this reflected the general increase in gasoline prices throughout 
the eastern United States at refinery and retail levels resulting from material 
improvements in gasoline quality. 
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AFFIDAVIT 


Ted Snyder, being first duly sworn, deposes and says as follows: 

On December 21, 1956, I leased a service station located at 7249 Pearl Road, 
Middleburg Heights, Cleveland, Ohio, from the Gulf Oil Co.; said lease was to 
run from year to year. The rent for said service station was to be $50 per month 
for the first 3 months; such low rental was occasioned by the fact that said 
service station had been closed for approximately 2 or 3 months before I took 
it over and thus had no regular trade. 

I operate this service station between the hours of 7 a. m. to midnight, 7 days 
per week. At the present time, I am pumping approximately 15,000 gallons per 
month. 

On May 20, 1957, the Gulf salesman, Donald Lowe by name, came into my 
station. At such time I was talking to the salesman from Parma Auto Parts. 
Mr. Lowe stool there and said nothing until the salesman from Parma Auto Parts 
had left. Upon the leaving of the Parma Auto Parts salesman, Mr. Lowe began 
to lecture me about my not buying Gulf Products. One example was when he 
said, ““Bardahl is no better than Gulf Oil.” One word led to another and Mr. 
Lowe stated that I had bought but $19 worth of TBA from Gulf this month. I 
told him that I had purchased $168 worth of TBA from Gulf the prior month. 
He told me he didn’t care about the past, that he was talking about this month. 
I informed him that I could buy many TBA items cheaper from auto parts than 
from Gulf, to which he replied, “No; you cannot.” 

Things became a bit heated and Mr. Lowe then began to pressure me. about 
my not having paid my rent. Mr. Lowe then said, “You’li have to deal more 
with Gulf.” At this time, 1 put the rent money on the desk and asked for a 
receipt and further told Mr. Lowe that he should leave my station. Mr. Lowe 
said he was not leaving and that I could not force him to leave. At this time, I 
told Mr. Lowe that a congressional investigation was coming to Cleveland and 
that I had not planned to go to same, but now I was going to do so. Mr. Lowe 
said, “I don’t care about nor am I afraid of any investigation that’s going on. I’m 
going to protect my job and I don’t think any oil company cares about inves- 
tigations.” At this time, I told Mr. Lowe that if was possible, I would see that 
he was subpenaed to testify. Mr. Lowe said, “You can’t subpena me.” 

After more unpleasant talk by Mr. Lowe he departed saying, “The company 
put you in here and the company can put you out damn fast.” 

Further affiant saith not. 

THEODORE SNYDER. 

Sworn to before me and subscribed in my presence, this 27th day of May 1957. 

[SEAL] Josepn A. Tuer. Notary Public. 


My commission expires July 23, 1957. 


AFFIDAVIT 


Robert E. Struchen, being first duly sworn, deposes and says as follows: 

I first became a Socony Mobil dealer in February of 1950. At that time I took 
over a station located at the corner of SOM Center Road and Euclid Avenue in 
Willoughby, Ohio. In July of 1952, I sold out that location and took over a 
Socony Mobil station located at the corner of East 101st Street and Chester 
Avenue in Cleveland, Ohio. Such change was made on the advice of Socony local 
management. With such advice I did not gor do I now disagree. 

My operation of the Chester Avenue location appeared to be satisfactory to 
Socony. I generally accepted the advice given to me by the company salesmen and 
local management. 

In January of 1956, I learned through the “grapevine” that local management 
was about to take some action relative to the renewal of my lease; my salesman 
in no way indicated that he was dissatisfied with me. In May of 1956, I noticed 
an ad in one of our local newspapers relative to the availability of a Socony 
station. From the description of such ad I was led to believe that it could be 
my station. Acting upon such supposition, I had a friend of mine call Socony 
in answer to the ad. The person at Socony did not divulge the exact location of 
the purported available station; however, the description given would fit no 
other location than mine. 


of 


no 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 337 


With such information at my disposal, I asked my salesman, Max Spooner by 
name, if my lease was in jeopardy. I recall that the date was June 1, 1956, and 
Mr. Spooner told me “Don’t you worry, you will not lose your lease.” 

Several days after my conversation with Mr. Spooner, I received a letter bear- 
ing the date of June 1, 1956, from Socony Mobil Oil Co., Inc., signed by Mr. A. BE. 
DeNio, which set forth that company policy was to give any dealer at least 90 
days’ notice prior to the cancellation of his lease. Because of what Mr. Spooner 
told me and because of the letter setting forth company policy, I was lulled 
into security. 

On June 6, 1956, I had dinner with my salesman, Mr. Spooner. At said dinner, 
he informed me that management was not completely satisfied with my opera- 
tion. This came as quite a shock to me in view of his June 1 statement. At said 
dinner, he requested, among other things, that I put Eagle stamps in my opera- 
tion. I informed him that I had tried Eagle stamps before, and that they proved 
to be a losing proposition as far as the net return was concerned. As our con- 
versation continued, Mr. Spooner further made certain veiled threats. 

Even in view of the aforementioned dinner conversation with Mr. Spooner, I 
still felt fairly secure, in view of the fact that my lease expired on July 22, 
1956, and if company policy was to give me at least 90 days’ notice, as set forth 
by Mr. DeNio in his letter dated June 1, 1956, such notice time had expired. 
I now realize that my feeling of security was wrong, for on June 21, 1956, I 
received a letter from F. W. McCracken, district manager, dated June 19, 1956, 
informing me that my lease was to be terminated effective July 22, 1956. 

On the same date, namely, July 21, 1956, Mr. Spooner was in my station when 
the mailman arrived with the notice of termination of my lease, as above set 
forth. He told me that he had tried to warn me and that I wouldn’t take his 
advice, both of which statements I hasten to add, are utter falsehoods. On said 
date, Mr. Spooner presented me with certain papers which would extend my 
lease for a period of 90 days; however, such extension was contingent upon my 
signing an additional paper in which I would be requesting the company to 
terminate my lease at the end of such 90-day extension. I informed Mr. Spooner 
that I did not wish to terminate my lease, and therefore would not sign a re- 
quest for termination. He informed me that if I did not sign such request for 
termination I would have to vacate the premises on July 22, 1956. 

At such time I did not know which way to turn, so I contacted the office of 
the Cleveland Independent Gasoline Dealers Association, and asked them to in- 
tervene for me. Later, Mr. Joseph A. Thiel, general counsel for said association 
told me that Mr. McCracken had assured him that an extension of my lease 
would be given to me. On June 30, 1956, Mr. Spooner handed me a letter dated 
June 28, 1956, signed by Mr. McCracken, setting forth therein that my lease was 
extended through September 22, 1956, an extension of some 60 days. In addition, 
[ sent a letter to Mr. A. B. DeNio setting forth my problem. 

In response to my letter, Mr. DeNio came to Cleveland from his offices in De- 
troit, Mich., and discussed the entire matter with Mr. McCracken, Mr. Spooner, 
and myself. 

After such discussion, I came to the conclusion that the “handwriting was 
on the wall,” and therefore I went in search of another station which was sup- 
plied by a different supplier. I realized that if I was not to be under the domi- 
nance of a supplier I must own my own property rather than lease it and always 
be subject to cancellation. Because of such conclusion, I did purchase a service 
station which is supplied by the Shell Oil Co. 

I hasten to add that, throughout my operation of the Chester Avenue Socony 
station, my sales showed a general increase. 

Further affiant saith not. 

RosBert E. STRUCHEN. 
Sworn to before me and subscribed in my presence, this 23d day of May 1957. 
[SEAL] JosepH A. THIEL, Notary Public. 


My commission expires July 23, 1957. 





AFFIDAVIT 


William Miller, being first duly sworn, deposes and says as follows: 7 

I operate the Standard Oil Co. (Ohio) service station located at 2215 Lee 
Road, Cleveland Heights, Ohio; I lease said station from Standard Oil Co. 
(Ohio). 
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Approximately on or about the middle of February 1957, I decided that I 
should change the hours of operation of my service station. I felt that same 
would result in greater net profit to me. At said time, I had been operating 
my service station from 6 a. m. until 11 p. m. I changed said hours to 7:30 a.m. 
to 8 p. mn. , 

The first time that my salesman, Mr. Vargo by name, came to my service 
station. after I had changed my hours, he told me, “If you lose gallonage, we 
will have to find somebody new.” 

After I had changed my hours, I noticed that my salesman was not as friendly 
as he had been in the past. On one occasion he came to my station and noted 
that I had some mufflers which I had purchased from Miles Auto Parts, an 
independent jobber in this area. I had made said purchase as I could get a 
better price on them than I could from Standard Oil, and, in addition, Miles 
supplied me with two signs. Mr. Vargo, when he saw said mufilers, stated, “You 
get rid of those mufilers; you rent from Standard Oil and you buy from Standard 
Oil.” 

Some short time later I installed a sign which set forth that we repaired 
brakes. The first time that Mr. Vargo entered my station after the installation 
of such sign, he told me that I would have to take the sign down. He went on 
to say that if one of his bosses went by and saw the sign they would not like it. 
He told me that Standard Oil Co. (Ohio) did not want us to do brake relining 
or motor tuneups because it will interfere with oil changes and lubrication. 

I kept my hours set at 7:30 a. m. to 8 p. m. through the end of March 1957. 
In April 1957, I changed said hours to 7 a. m. to 10 p. m., and I am presently 
operating under such hours. 

Further affiant saith not. 

WILLIAM MILLER. 

Sworn to before me and subscribed in my presence, this 18th day of May 1957. 

[SEAL] JosePpH A. THIEL, Notary Public. 


My commission expires July 23, 1957. 


(The following statement was received by the subcommittee on May 
10, 1957, and, by direction of the chairman, is included in the record 
at this point :) 

STATEMENT 


Mr. Chairman and members of the committee, my name is Charles J. Swarth- 
out. I am executive secretary of the Associated Petroleum Retailers, Inc., a 
nonprofit, Missouri corporation, which organization numbers among its mem- 
bers over 150 retail gasoline service-station dealers in the Metropolitan St. Louis 
area. I have held this position for approximately 12 years. Prior to holding 
this position I operated a service station in the city of St. Louis, Mo., 10 years, 
and have been associated with the gasoline service-station business in one ca- 
pacity or another since 1918. 

I should like to invite the committee’s attention to the economic plight of the 

retail service-station dealer in the market today, which is a bad one from the 
standpoint of achieving economic survival and the security to which he, as one 
of the most hard-working members of the community, should be entitled. It is 
not my position that the Government or this committee should guarantee to the 
retail service station a profit nor pass any legislation guaranteeing his security; 
the achievement of these goals remains where it has always been—the personal 
responsibility of the independent businessman. My position, however, is that 
investigation should be directed to and corrective legislation should be passed to 
eliminate certain artificial price markups in the price of gasoline which is en- 
countered in the journey of the gasoline from the wholesaler, normally the major 
oil companies, to the retail service-station dealer. These markups or middle- 
men’s profits, while they may have a basis or reason in the past, do not have 
any valid foundation for their existence today. I shall explain my reasons for 
this position further in the course of this statement. 

It is my further position that the economic survival of the retail service-sta- 
tion dealer today is being further threatened by an artificially induced com- 
petition between retail dealers, which takes the form of what is known as price 
wars. This competition is different from what we normally find in the economy 
in that it is not competition between independent retailers of a product, but com- 
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petition or price wars initially inspired at the wholesaler level to maintain a sort 
of fixed percentage of the gasoline market in a given community as between the 
major oil company wholesalers and the so-called independent or cutrate whole- 
salers or distributors. 

Let me, first of all, explain my position with reference to the artificial mark- 
ups in the price of gasoline from the pickup at the refinery level to the service- 
station dealer. The wholesaler (that is, the companies which own the refineries) 
have for many years followed a practice of selling gasoline at what is known in 
the trade as tank-car prices to jobbers and at what is known as tank-wagon prices 
to the service-station dealers. The difference in price between tank-car price 
and tank wagon is normally about 2 cents a gallon. The difference in the price 
of gasoline at the refinery level or distribution point of the wholesaler and tank- 
car price is normally about 3 cents. This means, therefore, that there is a markup 
of about 5 cents a gallon from wholesale distribution point to the retail service 
siation. The jobber, I should hasten to explain, is a somewhat different middle- 
man in the petroleum industry than in other industries in that he normally con- 
trols or owns his retail outlets, where in other industries there is no tie-in be- 
tween jobber and retailer. Now in the past the point was always made by the 
major oil company distributors that the differential in price between the jobber 
and the retailer was necessary because of two factors: (1) The retailer could 
not buy gasoline in large quantities and (2) the jobber had its own trucks which 
could pick up the gasoline at the refinery level or wholesale distribution point 
and deliver same to its controlled retail outlets, whereas the retailer could not 
do so. 

Whatever validity the first point may have had in the past, I submit has no 
justifiable basis today. In the past the retailer service dealer was limited in part 
by the volume of gasoline that he could buy at any one time by virtue of the 
rather small storage capacity which he had at his station. Today, however, the 
average service-station dealer has an average storage capacity of 8,000 to 10,000 
gallons. In the past he may have had storage capacity for only about 2,000 gallons 
of gasoline. Therefore, the retail dealer today can buy gasoline in quantities 
4 to 5 times the volume that he had in the past, but the wholesaler is still treating 
him as it did in the past and justifying a markup on the volume theory that is 
not justified in the light of modern conditions. It should further be pointed out 
that in the normal practice in the sale of gasoline the wholesaler sells in effect 
to the retailer in any event—and only sells to jobbers who control their own retail 
outlets. It is my position therefore, that there is no justifiable reason why a 
retail service station dealer should be subject to the jobber’s markup, if he is in 
a position to buy in almost jobber volume. Why not allow him to buy at jobber 
level, particularly since there really is no independent middleman between him 
and the wholesaler in any event? And the same time there is no justifiable reason 
why the jobber in turn cannot buy at the wholesale level for his gasoline, since 
he is both a large volume purchaser and maintains his own pickup and delivery 
equipment from distribution point to the retail outlets. If these archaic pricing 
markups could be eliminated, then I submit both jobbers and retailer would be 
benefited and the public would be paying less for their gasoline—approximately 
2 cents a gallon less. 

The next problem that affects the economic health of the retail service-station 
dealers is the reoccurrence periodically of so-called price wars. From my exper- 
ience these are never really started at the retail level by, say, an independent 
businessman who is willing to take a smaller profit per gallon of gasoline in order 
to raise his overall volume. The price wars are started mainly by the major 
oil-company wholesalers for two reasons: 

(1) The wholesalers have.a lot of surplus gasoline on hand that they want to 
dump on a given market ; and 

(2) They want to maintain a fixed percentage of the retail market which they 
feel they should have. When the so-called cut-rate wholesalers threaten to upset 
this percentage of the market in a given area, the war starts and the service 
station dealers are the first casaulties of the warfare. 

First of all, let me clarify the difference between the wholesaler and retailer 
in the petroleum industry and the relationship of wholesaler and retailer in other 
industries. In the petroleum industry, the major oil company in effect controls 
or owns their retail outlets, by a series of clever agreements which tie the re- 
tailer so close to the wholesaler that from an economic standpoint he is an inde- 
pendent businessman in name only. 
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(a) First of all, the wholesaler enters into an arrangement with certain re- 
tailers under the terms of which the wholesaler will sell to the retailer gasoline 
on consignment basis. In other words the retailer doesn’t have to pay cash for 
the gasoline, but is paid a commission on the gasoline which he sells. This type 
of station is called a C-type station. A dealer who is therefore low on purchasing 
power becomes a virtual satellite of his wholesaler and must do its bidding. 
When the wholesaler suggests that such a retailer lower his price of gasoline, 
the retailer does it without question on pain of not being able to buy the gasoline 
on a consignment basis. If the C-type retailer therefore can be persuaded to 
lower his retail price, the other retailers can do nothing more but fall in line and 
lower their price or be eliminated by the loss of their customers. 

(b) Second of all, even the so-called independent retail dealer is not free 
from domination by the major oil company wholesaler, by virtue of the fact that 
in most instances, the retailer leases the service station from the wholesaler on a 
year-to-year basis. Such a retailer when he leases the station normally must 
invest several thousands of dollars of his own money to buy an inventory for 
the service station. If his lease is not renewed at the end of the year, he is not 
only out of business but he must sell his inventory at sacrificial prices and take 
what he can get. 

Now let us examine how this practice of fomenting price wars starts. A case 
in point is the recent price war in this area which began in August of 1956. 

The last price war ended in the metropolitan St. Louis area in the early part of 
January 1956 and we did not have any price disturbance until August 8, 1956. 

In the latter part of July 1956 and the early part of August 1956 there were 
general rumors that the unbranded or cutrater gallonage was increasing and when- 
ever this rumor was circulated among the service-station operators by the major 
oil company salesmen, a price was was sure to follow and in addition the sales- 
men from the various major oil companies will take and check the retail price of 
gasoline at all service stations. 

I will present to this committee a complete list.of photostatic copies of letters 
that were sent out to the dealers of the Standard Oil Co., from August 9, 1956, to 
April 23, 1957 (exhibits 1 to 21, inclusive). 

On August 9, 1956, Standard Oil Co. (Indiana) sent out a form letter to all of 
its dealers, advising them the change in the suggested retail price of gasoline to 
be effective August 10, 1956, in the metropolitan St Louis area (exhibit 1). 

During the period from January 1956 until August 8, 1956, the service-station 
operators purchased their gasoline on posted tank-wagon prices. 

After August 8, 1956, the Standard Oil Co. (Indiana) inaugurated a new 
pricing system replacing the posted tank-wagon price, supposedly to be based on 
competitive marketing conditions in the metropolitan St. Louis area. This being 
substantiated by the press release of August 10, 1956 (exhibit 2). 

These photostatic copies are self-explanatory and in addition each one of these 
copies advise the dealer what his suggested competitive retail price will be— 
which means they are setting his margin of profit. 

Every one of these letters from August 9, 1956, until April 23, 1957, will show 
the margin of profit that is allowed the dealer. 

I will also submit to this committee two complete summaries of the price war 
from the time it started August 9, 1956, until it was ended on April 23, 1957 (ex- 
hibit A and exhibit B). 

These summaries will show the margin of profit that was lost by the dealer 
based on the prevailing margin of profit of 51% cents per gallon on Red Crown 
gasoline and the prevailing margin of profit of 6 cents per gallon on White 
Crown gasoline. 

From January 1956 until August 9, 1956, these were the prevailing margins of 
profit that the dealers were making during that period. 

I want to submit to the committee a photostatic copy of a sales ticket dated 
August 3, 1956, which is self-explanatory and shows the price of gasoline that 
the operators paid before the price war started on August 10, 1956 (exhibit C). 

The Standard Oil Co. (Indiana), would be the first one to take the lead in 
changing the price structure to its dealers or starting a price war and all the rest 
of the major oil companies would follow from 2 to 5 days after the prices were 
dropped by the Standard Oil Co. (Indiana). 

The committee should particularly note the last paragraph of the photostatic 
copy (exhibit 3) “To be released 12 noon Friday, August 10, 1956” and this para- 
graph reads as follows: 
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“We, of course, can only recommend that our dealers post our suggested retail 
prices. What each of them as an independent businessman chooses to do is a 
matter of individual decision.” 

It is true that is a suggested proposition, but they do not explain that the 
Standard Oil Co. (Indiana), have commission stations—where the gasoline is 
put in on consignment and they pay the operator a commission to sell this gaso- 
line—so naturally these commission stations will follow the instructions from the 
Standard Oil Co. (Indiana) and reduce their retail prices in accordance with the 
letters they receive from the Standard Oil Co. (Indiana). 

The Shell Oil Co. have commission stations of the same type as the Standard 
Oil Co. (Indiana) have, and the Gulf Oil Co. also have commission stations where 
they control the price of gasoline through a consignment agreement and they 
pay a commission to the operator and he in turn pays the major oil company a 
lease rental on every gallon of gasoline he sells. 

The independent operators who lease their stations from the major oil com- 
panies are automatically forced to reduce their retail price of gasoline because 
these commission stations are so geographically arranged that it is impossible 
for the independent operators to post higher retail prices than the retail price 
of the commission stations. 

The major oil company salesmen explain to the operator that he should in- 
crease his gallonage—due to the lower retail prices—and he will automatically 
offset what it is costing him during the price war. 

During these price wars from a survey I have made, none of the major oil 
companies have ever adjusted the rents of the stations to conform with what it 
is costing the operator to help maintain these price wars and in addition the 
operators have been forced to lay off men and work longer hours themselves, 
and my report will show what it costs the operator during the period of this last 
price war from August 10, 1956, to April 23, 1957, at the rate of three-tenths of 
1 cent per gallon, or $30 per 10,000 gallons at the beginning of the price war 
August 10, 1956, and increased as high as one and three-tenths cents per galion, 
or $130 per 10,000 gallons by November 7, 1956, and the summary (exhibit A) 
also will show what it cost the operator from November 7, 1956, to April 23, 
1957, as the market changed from day to day during the price war and these losses 
ure based on what the operators’ margin of profit was prior to the price war of 
August 10, 1956, on the summary report of Standard Red Crown gasoline. 

During the price war that started August 10, 1956, and ended April 23, 1957, 
the summary report (exhibit B) will show in detail the loss sustained by the 
operator to sell Standard White Crown gasoline per gallon. 

I would also like to bring to your attention the Eagle stamp program, how the 
Standard Oil Co. (Indiana) advised the dealers who give Eagle stamps to add 
the cost of the Eagle stamps to their detail sale price. 

This information is incorporated in the photostatic copies of the letters from 
the Standard Oil Co., (Indiana), and you will note from August 9, 1956, until 
November 7, 1956 (exhibits 1, 3, 4, 5, and 6) they do not mention anything about 
Eagle stamps in these copies up to that date. 

The photostatie copy dated December 3, 1956 (exhibit 7) in the second para- 
graph of this letter it explains and instructs the dealers to add the price of 
stamps to the retail price of gasoline and this procedure is carried on and will 
appear on all the rest of the photostatic copies up to April 2, 1957 (exhibits 8 
to 20, inclusive). 

In the final letter dated April 23, 1957 (exhibit 21) advising the operators to 
increase the price of gasoline declaring the end of the price war—you will note 
there is no mention of Eagle stamps in that photostatic copy. 

I would also like to bring to your attention the photostatic copy of a sales slip 
that the operators receive from the tank-wagon drivers when they make a pur- 
chase of gasoline. This sales slip is dated August 3, 1956 (exhibit C), and it 
shows that the operator paid 16.4 cents per gallon for Red Crown gasoline and 
this price was prior to the price war of August 9, 1956. 

When the price war ended on April 23, 1957, the tank-wagon price was in- 
creased 0.6 cent per gallon and they raised the service-station operators margin 
of profit 0.1 cent per gallon and his margin of profit now is 5.6 cents per gallon. 
These figures correspond with the figures on the summary report dated April 23, 
1957, on Standard Red Crown gasoline (exhibit A). 

The committee should understand that these price wars are started by the 
major oil companies and especially this last price war was started by Standard 
Oil Co., (Indiana) because they were the first one to notify their dealers to 
reduce the price of gasoline which is supported by the photostatic copy of the 
letter dated August 9, 1956 (exhibit 1). 
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The committee should also take under consideration that the figures on my 


summary report together with the photostatic copy of the sales slip show the 
price of gasoline before the price war started and it will also show the price of 
gasoline the day the price war ended. 

By comparing these figures on my summary report together with the photo- 
static copy of the sales slip it will show that the Standard Oil Co., (Indiana) 
increased the price of gasoline 0.5 cent per gallon for themselves for recovery 
of what they lost or supposedly lost during the price war—and they were very 
generous to mark up 0.1 cent per gallon for the operator for his recovery. 

Prior to the price war the service-station operator paid 16.4 cents per gallon 
for Standard Red Crown gasoline plus taxes—and today, he is paying 16.9 cents 
per gallon plus taxes—for Standard Red Crown gasoline—the last figure is the 
new prevailing price since the price war ended on April 23, 1957. 

You will also note that prior to the price war of August 9, 1956, the operator 
was working on 5.5 cents per gallon and today—after the price war of April 25, 
1957—he is working on 5.6 cents per gallon on Standard Red Crown gasoline 
and his increase is 0.1 cent per gallon. 

It is also a known fact that during all price wars the major oil companies never 
make any adjustments on rentals. 

It is a known fact that there is an abundance of gasoline and I believe the 
only solution to end price wars from now on—is for this committee to make a 
thorough study of the wholesale marketing of gasoline with reference to the tank- 
wagon price—the wholesale price—and the tank car price. 

I make this statement from the fact that the salesmen of the major oil com- 
panies will explain to the dealers “that the unbrandeds are getting out of line 
and that a price war is in the making’—and it also is a known fact that when 
a price war ends the unbrandeds or cutraters will raise their price of gasoline 
first—and the majors will follow in a day or so. 

As I have said before this committee should check this price structure and that 
the service station operator should buy at a wholesale level and sell at retail— 
and that the unbranded cut-raters should buy at the jobber level which would 
put them in a different bracket which would automatically change the wholesale 
price structure and reduce the retail price of gasoline to the motoring public. 

In closing I want to thank this committee for giving me time to testify and it 
will be greatly appreciated by the operators if these chaotic conditions can be 
rectified by this committee. 


ExuHIisit A 


A summary of what it costs an operator per gallon of Standard Red Crown 
gasoline when sold during the price war from Aug. 9, 1956, to Apr. 28, 1957 





| Cents per gallon | 
aiiesialiehdie cinicaeguscthnanaeedidbaiiancasas apical BEAD SONG 55.2 Loss 
Date | per 10,000 
Suggested | Suggested | City, Posted | Regular Mar- gallons 2 
Cost margin of | _ selling State, and price margin of gin 

profit | price Federal tax profit ! lost 2 | 

| | j 

1956: | 
p> 15.6 | 5.2 20.8 7 27.8 5.5 0.3 | $30 
Oe. Bi ies. 15. 2 | 5.1 20.3 7 27.3 5.5 4] 40 
Oct. 19...-- 14.2 4.7 18.9 7 25.9 5.5 8 | 80 
Oct. 20......| 13.4 | 4.5 | 17.9 7| 24.9 5.5 1.0 | 100 
Nov. 7. 12.7 4.2 16.9 7 23.9 5.5 1.3 130 
Dec. 3._.-- 14.9 5.0 | 19.9 7| 26.9 5.5 | 5 | 50 
Dec. 27--- 13. 4 4.5 17.9 7 24.9 5.5 1.0 100 

1957: 

Jan. 3__- 12.9 | 4.5 17.4 7 24.4 5 1.0 100 
Oo) 13.7 4.7 18.4 7 25. 4 . 5 ‘ 80 
Jan. 14 16.4 5.8 21.9 7 28.9 5. 5 0 0 
Feb. 12 15.7 5.2 20.9 7 27.9 5.5 .3 30 
Feb. 18 15.1 5.0 20.1 7 27.1 . 5 5 50 
Feb. 21__-_- 14.9 5.0 19.9 7 26.9 5.5 5 50 
Feb. 25 13.4 4.5 | 17.9 7 24.9 5.5 1.0 100 
Feb. 26 12.4 1.5 16.9 7 23.9 5.5 1.0 109 
Mar. 19 16.4 5.5 21.9 7 28.9 5.5 0 0 
Mar. 25 15.7 §.2 20.9 7 27.9 5.5 3 30 
Mar. 29 14.2 4.7 18.9 7 25.9 5.5 s AU 
Apr. 2 12.4 4 16.9 7 23.9 5.5 1.0 100 
Apr. 23 16.9 5.6 22. 5 7 29.5 5.5 3.1 310 


Prior to price war, Aug. 9, 1956. 
2 Since price war, Aug. 9, 1956. 
3 Gain. 
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EXHIBIT B 


4 summary of what it cost an operator per gallon of Standard White Crown 
gasoline when sold during the price war from Aug. 9, 1956, to Apr. 23, 1957 


Date 
Cost 
1956 | 
Aug. 9_. ; 17.8 
Sy es deine 17.4 
OS Oe | 16.7 
Oct. 30...- 15.9 
SS es 15.2 
Dec 3 17.4 
Dec. 27 |} 15.9 
1957 | 
Jan. 3 15. 
Jan. 9 | 16.2 
Jan. 14 | 18.9 
Feb. 12 i 18. 2 
Feb. 18 17.6 
Feb. 21 17.4 
Feb. 25 } 15.9 
Feb. 26 | 14.9 
Mar. 19. --| 18.9 
Mar. 25 } 18. 
Mar. 29 | 16.7 
Apr. 2 14.9 
Apr. 23 19. 4 | 
! Prior to price war, Aug. 9, 1956 
2 Since price war, Aug. 9, 1956 
’ Gain. 


9 | 


Suggested | Suggested | 


margin of 
profit 
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Posted | Regular 
price | margin of 
| profit! 


30. 5 6 
29.9 | 6 
28.9 | 6 
27.9 6 
26.9 | 6 
29.9 | 6 
27.9 | 6 
27.4 | 6 
28.4 6 
31.9 | 6 
30.9 | 6 
30.1 | 6 
29.9 6 
27.9 6 
26.9 6 
31.9 | 6 
30.9 6 
28.9 | 6 
26.9 | 6 
32.5 | 6 
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$30 
50 
80 
100 
130 
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EXHIBIT C 


PURCHASED FROM STANDARD Of. COMPANY SALES DEPARTMENT 
oe Cg NUMBER 


Ms 
Th 





pe oes eubject 
PRODUCT GALLONS ents TOTALS 
STANDARD WHITE CROWN GAsoLine Lg 


ay 
STANDARD RED CROWN Gasouine Wk 7 ae oh 
ete 








Samount aoven as PART eo MOTOR 





OF AGREED sum Yo eF FUEL T GALS @ 
PAD RY PURCHASER On Ts 
scCOURT OF STATE MOTOR FUEL TAX GALS @ 
FED. EXCISE TAX-GASO. GALS@ “a 74 
TOTAL f <//|4 4 
DEDUCT PEALER CREDIT | 263 es 
BALES ASSIGNED. ETC. { Nos. 
TOTAL; =| 
COLLECTIONS [AMOUNT 
RENT ACCOUNT GASO. _____ GALS. @ 
NOTE ACCOUNT GASO. GALS. @ 
ACCOUNT GASO. GALS, @ es 
ACCOUNT GASO. GALS. @ by aaiekins 
TOTAL AMOUNT TO BE PAID BY PURCHASER } 
PREVIOUS SALE NO. METER READING—START 








METER READING—FINISH 


GOODS AB BHOWN HEREON RECEIVED BY 


PURCHASER 


WARNING—Do mot uso Petvoiee Products for Biss 
very Gangerous prectice. Gesotine not beg fap Fa A 


RECEIVED PAY MEWT—STAMDARD OIL. COMPANY—ORIVER 





as i ade 2 seal 











wy NUMBER E 
DELIVERED BULK 
PROM STATION 

CUSTOMER’S ORIGINAL INVOICE +e 


FORM O82 REV. 12-52 





& | 
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ExHIsirT 1 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., August 9, 1956. 

DEAR Srr: Enclosed is copy of a statement which I am releasing to the news- 
papers concerning this company’s new price policy for gasoline sales to dealers 
effective August 10, 1956, in the St. Louis metropolitan area. As you will note, 
under the new policy Standard will not post dealer tank-wagon prices but will 
sell to its dealers at discounts from suggested competitive retail prices. 

We are suggesting at this time a competitive retail price of 20.8 cents per gallon 
for Red Crown and 23.5 cents per gallon for premium White Crown, to which, 
of course, should be added the Federal excise tax amounting to 3 cents per gal- 
lon, the State motor fuel tax of 3 cents per gallon, plus any additional municipal 
tax which may apply. Standard’s price to dealers W ill be computed on the basis 
of discounts below these suggested competitive retail prices of 5.2 cents per gal- 
lon on Red Crown and 5.7 cents per gallon on White Crown. Suggested competi- 
tive retail prices and the discounts at which our products will be priced to dealers 
will change from time to time. You will be notified of such changes as they 
oceur. 

It should be clearly understood that suggested competitive retail prices are for 
enidance of our dealers only. We intend thereby to give you the benefit of ex- 
tensive analysis which we have made, and will continue to make, of competitive 
conditions in the St. Louis metropolitan area. 

Yours very truly, 
R. W. May. 





EXHIBIT 2 
[To be released 12 noon Friday, August 10, 1956] 


R. W. May, Standard Oil Co., manager for the St. Louis Mo., division, made the 
following statement today : 

“Effective this date, Standard will place in operation in the metropolitan St. 
Louis, Mo., area a new price policy applicable to sales of gasoline to dealers. 

“Standard from now on Will sell gasoline to its St. Louis area dealers at a dis 
count from ‘suggested competitive resale prices’. 

“The purpose of Standard’s suggested retail prices will be to enable its dealers 
throughout the area to be competitive under all circumstances, taking into ac 
count such factors as variations in local taxes and prices posted by competing 
dealers and rebates of any kind, including premiums, trading stamps, and other 
forms of price concessions by competitors. 

“The policy of suggested competitive resale prices appears to be working well 
in other areas where it has been in effect, Our plan there has had a favorable 
public reaction, and has met with the wholehearted support of our dealers, and 
we anticipate that it will be welcomed, too, by our dealers in the St. Louis area. 

“Discounts below the suggested competitive resale prices which Standard 
will allow its dealers will fluctuate from time to time as price levels change. 

“We, of course, can only recommend that our dealers post our suggested retail 
prices. What each of them as an independent businessman chooses to do is a 
matter of individual decision. Our prices to our dealers will be computed at a 
discount from the suggested resale prices, regardless of the prices actually posted 
by our dealers. 

“Under the circumstances, it will no longer be necessary for Standard to 
post tank-wagon prices to dealers in the St. Louis area.” 

Mr. May added, “In line with our new policy and after a survey of competitive 
retail prices, including discounts and viveaways, we are today suggesting to our 
dealers competitive retail prices of 20.8 cents for Red Crown (regular) and 23.5 
cents for White Crown (premium) to which Federal, State, and local gasoline 
taxes are to be added. 

“What Standard does next will depend on developments, 

“Our new price policy for the St. Louis area has resulted from our study of the 
range and trend of retail prices in that area. 

“As is well known, retail prices in the St. Louis area have been marked by wide 
and persistent price fluctuations. It is hoped that the policy of ‘suggested com- 
petitive resale prices’ will assist in keeping our dealers competitive at all times. 

“Our new St. Louis policy is similar to that taken in Evansville, Ind.; Minnea- 
polis-St. Paul, Minn. ; and Kansas City, Mo., previously this year. It is in line 
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with the company’s policy first announced in September 1949, of recognizing local 
and economic competitive conditions as the basis for establishing our gasoline 
prices in each community. Our purpose then was, and now is, to avoid any rigid 
formula pricing and to keep ourselves on a competitive basis in each locality.” 


ExHIsit 3 


STANDARD Or Co. (INDIANA), 
St. Louis, Mo., October 1, 1956. 
Deak Sir: Effective October 2, 1956, this company’s suggested competitive re- 
tail prices for Standard gasolines in your locality will be as follows: 


Centa per 

gallon 
peer meen SC reeren nee 85 28 9 Us ee See wo oe 20.3 
ern unm pris NNR AI Ss yc 22.9 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax amounting to 3 cents per gallon, State motor fuel tax of 3 cents 
per gallon plus any additional municipal tax which may apply. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 5.1 cents per gallon on Standard Red 
Crown and 5.5 cents per gallon on Standard White Crown. Suggested competi- 
tive retail prices and the discounts at which our products will be priced to dealers 
will change from time to time. You will be notified of such changes as they 
occur. 

Yours truly, 
R. W. May. 


EXHIBIT 4 


STANDARD Or Co. (INDIANA), 
St. Louis, Mo., October 19, 1956. 
Dear Sir: Effective October 20, 1956, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 


Cents per 

gallon 
I id Sais Sn Sennen unig Thain mncsies bated Suen Tike 18.9 
Un EIN ITO: UN i sis dntnsipnndncoivenien cinceurgeminen ceninialnm isan tee 21.9 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax amounting to 3 cents per gallon, State motor fuel tax of 
3 cents per gallon plus any additional municipal tax which may apply. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 4.7 cents per gallon on Standard Red 
Crown and 5.2 cents per gallon on Standard White Crown. Suggested competi- 
tive retail prices and the discounts at which our products will be priced to dealers 
will change from time to time. You will be notified of such changes as they 
occur. 

Yours truly, 
R. W. May. 


EXHIBIT 5 


STANDARD OL Co. (INDIANA), 
St. Louis, Mo., October 30, 1956. 
Dear Sir: Effective October 31, 1956, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 
Cents per 
gallon 
eens ed 6 Od INO. oi na ee cee lela use 17.9 
Dee seme aor MESONNO i.e eh bul ei eh ek as 20.9 


ve 


per 
nm 

7.9 
0.9 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 347 


Applicable taxes affecting your area shall be in addition to th eabove, viz, 
Federal excise tax amounting to 3 cents per gallon, State motor fuel tax of 
3 cents per gallon plus any additional municipal tax which may apply. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 4.5 cents per gallon on Standard Red 
Crown and 5 cents per gallon on Standard White Crown. Suggested competitive 
retail prices and the discounts at which our products will be priced to dealers will 
change from time to time. You will be notified of such changes as they occur. 

Yours truly, 


R. W. May. 


ExHIsiT 6 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., November 7, 1956. 


Dear Siz: Effective November 8, 1956, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 


Cents per 


gallon 
Cee Tee: Sie, MOOG iS SO, we sisnisnceeniandn cele ee 16.9 
OCR WU rm IN I iii i ss ccieesesiedactenticinnes cnt Cieciecaitiace t 19.9 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax amounting to 3 cents per gallon, State motor-fuel tax of 3 
cents per gallon plus any additional municipal tax which may apply. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 4.2 cents per gallon on Standard 
Red Crown and 4.7 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 


R. W. May. 


os 


DXHIBIT 7 


STANDARD O1L Co. (INDIANA), 
St. Louis, Mo., December 3, 1956. 
DEAR Sir: Effective December 4, 1956, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 


Cents per 

gallon 
BR TE, CPO GARG iii rcdticinicncukcnnns meme 19.9 
BORAT Wile CLOT: RRNNIIIG.... odbc mia tiie bisected 22.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor-fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 5 cents per gallon on Standard 
Red Crown and 5.5 cents per gallon on Standard White crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced 
to dealers will change from time to time. You will be notified of such changes 
as they occur. 

Yours truly, 


R. W. May. 








348 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


ExHIBIT 8 
STANDARD OL Co. (INDIANA), 
St. Louis, Mo., December 27, 1956. 
Deak Str: Effective December 28, 1956, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 


Cents per 


gallon 
Standard Red Crown gasoline é en MED 
Standard White Crown gasoline__ ao 20.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 4.5 cents per gallon on Standard 
Red Crown and 5 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dlealers will change from time to time. You will be notified of such changes as 
the y oceur. 

Yours truly, 
R. W. May. 


EXHIBIT 9 


STANDARD OIL Co. (INDIANA), 

St. Louis, Mo., January 3, 1957. 

Dear Sir: Effective January 4, 1957, this company’s suggested competitve 
retail prices for Standard gasolines in your locality will be as follows: 

Cents per 

gallon 
Standard Red Crown gasoline 17.4 
Standard White Crown gasoline 20.4 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
inotor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 4.5 cents per gallon on Standard 
Red Crown and 5 cents per gallon on Standard White Crown, Suggested com 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they eccur, 

Yours truly, 
R. W. May. 


ExnHrsit 10 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., January 9, 1957. 
Dear Sir: Effective January 10, 1957, this company’s suggested competitive 


retail prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
Standard Red Crown gasoline_______________-_~_- cep See ees eee . 18. 4 
Bieeaera Wee ULOwn Semone... . ..6 nen cent en uw neiiaslin ee © 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 4.7 cents per gallon on Standard 
Red Crown and 5.2 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 
R. W. May. 
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ExursitT 11 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., January 14, 1957. 
Dear Srr: Effective January 15, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
aaa: Ta Cire i i at i 21.9 
Standard White Crown gasoline_________ = sbanincetgs tadashi ti eteeetecieadeaea meade 24.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area; viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the suggested competitive retail prices of 5.5 cents per gallon on Standard Red 
Crown and 6 cents per gallon on Standard White Crown. Suggested competitive 
retail prices and the discounts at which our products will be priced to dealers 
will change from time to time. You will be notified of such changes as they occur. 

Yours truly, 


BR. “W...MAY. 


Exninrer 12 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., February 12, 1957. 
Deak Stk: Kffective February 13, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 
Cents per 
gallon 
Standard Red Crown gasoline : icheaiakinccale eg 


Standard White Crown gasoline a ail enn see = 23.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 5.2 cents per gallon on Standard 
Red Crown and 5.7 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they oceur. 

Yours truly, 
R. W. May. 


ExHIsBIT 13 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., February 18, 1957. 
DEAR Sin: Effective February 19, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your localities will be as follows: 


Cents per 


gallon 
Standard Red Crown gasoline gh ig Pn as 
Standard White Crown gasoline___......._-__-__- casa nbidaiie’ inten aeadeeiraaiiniels dane ail p> 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 5 cents per gallon on Standard 
Red Crown and 5.5 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they oceur. 

Yours truly, 
R. W. May. 
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Exntpir 14 
STANDARD Om Co. (INDIANA), 
St. Louis, Mo., February 21, 1957. 


Deak Sir: Effective February 22, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 


Cents per 


gallon 
Standard Red Crown gasoline______- ; : ae 
Standard White Crown gasoline a sachs ses ob siuenineecadandenaaas 


Value of trading stamps, if issued with the sale of gasoline, to be added to 
the above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 5 cents per gallon on Standard 
Red Crown and 5.5 cents per gallon on Standard White Crown. Suggested conm- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 
R. W. May. 


ExuHisir 15 


STANDARD OIL Co. (INDIANA), 
St. Louis Mo., February 25, 1957. 
Dear Simm: Effective February 26, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 


Cents per 


gallon 
Standard Red Crown gasoline. ; , 17.9 
Standard White Crown gasoline_______________ citi tae la att Sat ode, 20. 9 


Value of trading stamps, if issued with the sale of gasoline, to be added to 
the above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 4.5 cents per gallon on Standard 
Red Crown and 5 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 
R. W. May 


ExHisiT 16 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., February 26, 1957. 
Dear Siz: Effective February 27, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
Standard Red Crown gasoline. , eR A on 16. 9 
Standard White Crown gasoline se he eee ae at hae ee NE 19.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below the 
above suggested competitive retail prices of 4.5 cents per gallon on Standard 
Red Crown and 5 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 


R. W. May. 
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Exurstr 17 


STANDARD Or Co. (INDIANA), 
St. Louis, Mo., March 19, 1957. 
Dear Sir: Effective March 20, 1957, this company’s suggested competitive 
retail prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
Standard Red Crown gasoline__ sain sa scsresseeepehidctes Leb eieaie eg Aedes evaded 21.9 
Standard White Crown gasoline_-_ micrwniertascinisscnreeeedestici. Lit LS Set Ee 


Value of trading stamps, if issued with the sale of gasoline, to be added to 
the above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 5.5 cents per gallon on Standard 
Red Crown and 6 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 


R. W. May. 


KxHrBIt 18 


STANDARD Olt Co. (INDIANA), 
St. Louis, Mo., March 25, 1957. 
DEAR Sir: Effective March 26, 1957, this company’s suggested competitive re- 
tail prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
Standard Red Crown gusolive ; OEE! et fee Perens 
Standard White Crown gasoline ‘ poses bso ealariepanaeae ake eaeaes ee 23.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 5.2 cents per gallon on Standard 
Red Crown and 5.7 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Your truly, 


R. W. May. 


EXHIBIT 19 


STANDARD Om Co. (INDIANA), 
St. Louis, Mo., March 29, 1957. 
DrAR Sir: Effective March 30, 1957, this company’s suggested competitive re- 
tail prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
Standard Red Crown gasoline... __- ibaa ed oat Si ot Ne ae 18.9 
ORM We TuRte CPC WE COI inn ii en tert tee 21.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 4.7 cents per gallon on Standard 
Red Crown and 5.2 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 


dealers will change from time to time. You will be notified of such changes as 
they occur. 


Yours truly, 
R. W. May. 
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ExHrsir 20 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., April 2, 1957. 
DEAR Six: Effective April 3, 1957, this company’s suggested competitive retail 


prices for Standard gasolines in your locality will be as follows: 
Cents per 


gallon 
Standard Red Crown gasoline_- es pa : Riaesae ieee 
7 OS el i ee 19.9 


Value of trading stamps, if issued with the sale of gasoline, to be added to the 
above, plus applicable taxes affecting your area, viz, Federal excise tax, State 
motor fuel tax, and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
the above suggested competitive retail prices of 4.5 cents per gallon on Standard 
Red Crown and 5 cents per gallon on Standard White Crown. Suggested com- 
petitive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 
R. W. May. 


EXHIBIT 21 


STANDARD OIL Co. (INDIANA), 
St. Louis, Mo., April 23, 1957. 
Dear Siz: Effective April 24, 1957, this company’s suggested competitive retail 
prices for Standard gasolines in your locality will be as follows: 
Cents pei 


gallon 
Standard Red Crown gasoline 22.5 
Standard White Crown gasoline___ Rigi oie aera gene ie i iat 5); tose ate ae 


Applicable taxes affecting your area shall be in addition to the above, viz, 
Federal excise tax, State motor fuel tax and municipal tax if any. 

Standard’s price to dealers will be computed on the basis of discounts below 
these suggested competitive retail prices of 5.6 cents per gallon on Standard Red 
Crown and 6.1 cents per gallon on Standard White Crown. Suggested competi- 
tive retail prices and the discounts at which our products will be priced to 
dealers will change from time to time. You will be notified of such changes as 
they occur. 

Yours truly, 
R. W. May. 


x 


